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Your telegram 50-337 repeated to UKDED! 


eae and assats in Paleg titi 


(a). firat a 108 portant issue is to obtain _ 
confirmation ‘that “Australia @iil accept ald nce iae ss German = 
internees. | Se ey 

(b) As soon as this is accepted, we “would | 
to. Australia assets of all internees "whether | 
Phe question of: transferring assets of ‘medbera of 
couganal bodies now in Ger would primarily be a matter of 
discussion with H.M. Government who would 
required be accountable for such assets. 


Qe - AS Boon as a) above is accepted, we would ie 
arrival of official | repeat official) representative at ear Jest 
- Opportunity. We ehould wish him to be authorised:- 
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(1) to conopepate in Liquidation of German assets both in 


the interests of HM. ernment and of Australia. 

(43) to acospt full reaponaibility for organisation of | 
German lnterness on release from internment. 

(441) to srrange for transport, entry visas and other 


administrative details connected with transfer of interngs to 
Australias: a ee | i . 


Je Thera appears te be some possibility of conflict of 
interests. batween HeM.Government and Anstralia. It has beun 


agreed in your telegram No.359 that further liquidation should be 
. undertaken imnediately. H.M.Government is aatnly concerned: to 
secure & defensible. price for. assets accountable ie FoheRoAg 


price for property of enemy subjects and conmynal podian.. Le 
would be desirebie to explain to Australia: = 


(a) that the broad problems facing H.M.Goverument and the 
Palestine Custodian in regard to their responsibilities are sa 


complex and so importent that abnormal meagurea may. have to be eken 


to resolve then. ar | 


b) that it would be in the best interests of Australie and 
the internees themeslves to gecure the maximum liquidation of. 
immovable property before the British withdrawal, having regard: 
to the likelihood. of Jewiah expropriation theraafter and the . 
uncertainty of securing a fale Brics It might be added that 
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Minutes. | P 24 a 


-- Please see Mr. Abbot's letter @F 85/27/1 
dated 12th Jauvary, 1948, attached and my 
draft reply, on the question of Germau external 
assets iu Palestine. Mr. Beith also agreed 
to this letter and he is coafimmiiug with Germau 
Ecouomic Department. I am aot surprised that @& 
Sir Desmond Morton's somewhat optimistic assump-| 
tious at our recent meeting regarding what he c 
could get away with on I.A.R.A., have been modi- 
fied in this draft. His assumption was that 
if we could persuade the United nations Com 
mission to accept the respoasibility for uiu- 
liquidated German assets in Palestine through 
H.M.G. to the I.A.R.A., the I.A.R.A. would 
absolve the United Kingdom from gccounting in 


their reparations share for that pertion of the § ; 


Palestine assets which had nov bee liquidated fe 
during the Maidate awd wnich had net been/liqui- 
dated and transferred to the United Kingdom by & 
the United natious Reparatious Commission or a 
successor authority. If we discard this as- 
sumption, the question becomes a sirict alter- 
native between liqvidating and transfering all 
we cai, And standing the political racket, or 
losing, ia effect in hard currencies, an amount — 
equivaleut to proved (Weluwedeed) assets not 
transferred duPriug the peried of the Mandate 
to the United Kingdom. she Foreigu Office 
geueral line has beei that we shovld trau.sfer | 
everythiug that we have had to liquidate, taking#® 
the line in the discussioas with the United § £~§ 
natious Commission that this amovat is in 
te the I.A.R.A. and therefere no question 
returuiug it to Palestine Jewry can arise 
the share-ovt is ordered by I.A.R.A. We 
however, liquidate from aow on as little 
possible,in order to feduce the expected 
accusatious that we were denuding Palestine of 
assets Which really belonged to the Jewish 
Community. We were able to press this poiut 
at the meeting fairly far, in view of the 
aseUmption made by Sir Desmond Morton, which is 
somewhat discovated in this paper. this is a 
| echnical subject depending largely upon local 
| couditious and it is obviously better to defer 
a final decision uatil after Mr. Abbotfhas been 
to Palestine. uxhe question of briefing Sir | 
| Alexauder Cadogan and the precedure for the dis- & 
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Fe ieee 


a Tel. (Pricer 1234 | an > | URY CHAMBERS, 
ete a 1988 


dha ; Your Reference naes'vaasaendSteb sananestusvaseacdsteiabeanecie 2 : REAT GEORGE STREET. 


y Treasury Reference OF85/27/1 A j penn a WY Ee 
| 12th January, 1948, 
IMMEDIATE | | 
Dear Trevelyan, 


I enclose two copies of the revised draft of B,P, (0. Ne ) 


_ (48)15 of the Report of the Working Party on Palestine relating 
to German external assets in Palestine, | 


This Report embodies the conclusions which were reached 
at our meeting on Wednesday, I think you will find, I have 
been able, for the most part, to clear this draft with Sir 
Desmond Morton who has given some valuable assistance in. 
finally shaping it, 

Since our meeting on Wednesday, I have had a meeting with 
Trafford Smith, Political representative of the Foreign Office 
who has gone to Lake Success to meet the Commi dsion, and also 
Fletcher Cooke, Assistant Attorney-General for Palestine who 
is accompanying him, Gutch and Kelvin Stark, Colonial Office, 
were also present.at the discussions, as well as Russell 
Edmunds of the Treasury, ~ 


The point was made by both Trafford Smith and Pletcher 
Cooke that we can really say good-bye to any prospect that 
assets remaining in Palestine unliquidated after the Mandate 
has ended will realise anything worthwhile, They consider 
that such chaos will ensue for such a period of time that these 
assets may disappear in the maelstrom of civil disturbance, 
Therefore, it is their view that we should act as if there 
was a house in imminent danger of destruction by fire and 
remove the assets as quickly as possible and realise them, 


‘. 


[However 


H. Trevelyan, Esq,, 
Economic Relations Department, 
Foreign Office, 
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However, I do not think the matter of a fortnight is going 
to make much difference and by then it is hoped we shall 
know more clearly what to do after I have been to Palestine, 


Would you, and the _others to whom I am copying. this, 
let me have your comments on the enclosure, if possible by 
Tuesday noon, By telephone would do, — 


I am copying this to John Gutch, Colonial Office, Kelvin 
Stark, Colonial Office, and Beith, Foreign Office. There 
is no time to get final comments from Sir Desmond Morton, but 
I am sending copies of this letter and the enclosure to hin, 
and also for information to Douglas Carter, Trading with the 


Enemy Department, and Wilson, Cabinet Offices, 
a 


Yours sincerely, 


"391340 GN0938 9178Nd 


NOTHING 


Gp.685 


6/47 A.& E.W.Ltd. 


(88654) Wt.14606/147 75,000 


| Top Secret. 
- Secret. 


~ Confidential. 


(from Mr. 


frevelyau) | 


| at: Ay | fo ie 
jef their disposal did not arise vatil the fi 


UTP 


‘FOREIGN OFFICE, 
SAW. 


Janiary 1948. 


‘Your OF 85/27/1 dated 12th Jauvary, 1947. 


In confirmation of our telephoue couver= 


jsatiou, I agree to the revised draft ef the Report 


}of the Working Party on Palestine relating to 


German external assets in Palestine. 


You will remember thai we suggested at the 
meeting that in answer to an atteek that we 


|been liquidating German funds and transfeting them 


|to the U.K. and thereby dispossessing the Palestia 


|Jewish Community of what was rightly theirs, 
|should state that we were holdtmg these Germen 
assets in trust ,c@ the I.A.R.A. andc¢the question — 


jiustructions of I.A.R.A. weve given regards 
distribution ef the assets as a whole. If you 


agree, this suggestion might be included, among — 
the aaswers which you suggest in your paragraph 38 
mA - ne si See 
@fdprebut the anticipated accusations. 


We shall look forward to having another 


eetilig with you on your return from Palestine. 


Tam eepyrirg Ge & Cieh od Kelair Stest Cusnt 
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‘Yroasury, Trevelyan, — 


i Ricketts 
H.Re Apperley. | eae 


Gregory, 
Trevelyan, — 


To Wolt,- 


D. Carter, 
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_ Exon United ‘Kingaom Delegation ‘to the United 
poet tens). - 5. | 


D. 3, 55 pie Ost. Janoavye 4 4928, 
R. 9. 58 pet, 21st January,’ 1948, 


ae 
J? 


"Following for Gurney from Pleteher-cooke. 


(Begins) 


Pa a had a very inverest ing talk with Horowitz aa ‘aight, 
from which’ ‘it transpired, inier alia, that the Jewish Agene? 
represent at ives of ehom he is one, are in.very. close contact 
with, the Commission. He yas very frank and Torthcomtng and 
ment ioned the following points. 3 


qa) Cost of coabatting illegel imaigration and Cyprus 
caps. | 

Tt is the Agency's intention to “contest. pefore the 
Comission and, as he put it, "before the bar of world opinion 
and, if necessary, before. the Permanent Court of International 
Just ice! any attempts to saddle the assets’of Palestine with 

. the cost of the Cyprus: cailpS. His argument | was ‘the't’ the 
periane nt Mandate's Coimission, the Anglo-Aiserican Coititis- 
“sionand: the United Nations had condemned His wajesty{s 
“Government's prevention of Jevish immicration as contrary — 

to the provisions of the Mandate, and thai on these grounds 
the Agency and the government of the new Jewish state would 
never rest until.this charge was accept ed as a duane 

by His ia jésty' S Government, | | - 
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(2). Clearing. of Cyprus: caus. | Le 

| The Agency hoped that fis wiajesty' s Gov érniicnt --woulas 
agree to clear the Cyprus camps before the tcrmination of 
the wiandate, If they did not, it was extremely propable 
that the agency would concentrate its energies on bringing 
young: Jexs of Military age Proil displaced. persons caips | 
in Hurope as soon as the agency was in a position to control 
immigration, leaving it to His wajesty's Governine nt to 


" : f maintain 


ayy 
yoy 
Bb 
J 


De 


maintain the illegal immigrants in Cyprus or to make their 
own arrangements to clear ihe Cy rus caips after the cate of 
the termination of the wandate without any agsistance from 
the Agenoy. ae igmas uae ak ay tae | on. 


‘ o 


(3) seoority Borde 
sio Horowitz said that-the agency were pressing the Commis-. 
gion to appeal to the Security Council to provide “an ~ 
B® international forcé to’assist the Comiission in iuplementing 
partition, ‘The Agency held the following views: eat: 


the Jes. in Palestine. weve fully capable of 
ing thedselves against,: and setting up. the Jew- °° - 
‘dn the fece of opposition from, the palestine. 


é . 
: : 4 


391440040934 2118f¢g 


B, That they were not (repeat not) capable of doing this 
_ in the face of armed opposition by the Arab staves, | 


; even (a) would leave such a lecacy of bit tér- 
“jess and would résult in such losses to the Jews, thet — 
the Jewish stete then established would start off lo 
the worst possible circuistances, we ee 
‘D. Thet it was up to the United Nations and not merely 
the Jews to enforce partition, The agency therefore 
hopes thet a force of some 10,000 t6.15,000 troovs would 
be provided by the big five (including tae United : 
Kingdon) with token forces from soime or the smaller. 
 sgtates, The agency felt thai this force, backed with ~ 
all the suthority of the ‘United Nations, would o¢ : 
 guffieicpt to keep the peace, he did not scen to. 
think that it would actually have to fight but.that. | 
dts presence would be sufficient to ensure the setving 
‘up of the new regime, He appeared to be under the - 
delusion that such'a rorce could be agreed upon, | 
colleated and sent to Palestine before the sate of the 
termination of the wandate, , = 


(4) Compe 
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bepMestion.. icriis, . = | eas 
He said that the Agency appreciated thet coupensétion terug 
were being c@usidered in London, but that at least In réspect 
of ~alesiinian officers, the Agency would .ghallenge the right 
Of the Government of Palestine to make arrangements involving 
the expenditure of Palestine funds after the date of the — 
termination of the Mandate, without prior consultation 
with the Comission as to the terms to be offertd, 26 

7 He also contended that such consultation should 
take place ‘before any announcement wes iledc, and sald that the 
Agency would expect. to be given an oyportunivy of discussing 
the terms with thé Cominission. _ % 


NOOGNOT 


(5) Bnevy property. a ae — 
He said that the Agency “vould oppose bervore the 

Comaission any 4itempts by-His najesty's  Governacnt to 

liquidate German asséis in Palestine 6nd reio’c the proceeds. 


/ He added 
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He added that the Jewish agency were prepared to 

take over His wajesty's Gcvernient's epiigetdods in 
respect of these German assets, but then clearly showed 
that he did not appreciate What these obligations were 
by saying that of course the Jews were entitled to the 
#hole of .this property. 


(6) ealestine and the Sterling area, 

He said thet the Jewish Ageney were of the opinion 
that it would be to the mutual advantage of both Palestine 
and the sterling ‘area, if Palestine continued tO be a 
part. of the sterling are ae He said that if His piajesty' s 
Government agreed to this, the Jews would wish to have © 
complete autonomy as regards their foreign exchang¢ control 
but that they vould not (repeat not) exect to receive any 
dollars from the pool. ‘Their policy would be so :to control 
laports from the hard-currency areas that they would not 
(repest not) exceed what could be paid for by (4) the 

proceeds of exports to hard~currency areas, and (B) the 
contributions and remittances of capital . they ERC: tO. 
paces from hard-currency areas, . | 


-:aouasafay 


(7) Cort inued employment of existing siett. 

He said that the new Jewish state and the econcitio 
union would welcoxe the continued service of certain Britdsh 
officers, if possible on loan or secondient but if not, on 
a contractual basis, He also said thst all Jewish. officers 
except those suspected of corruption would be offered 
employment in the new Jewish state, thoug:"some. of the less 
efficient ones would be down-graded", ue. said there would 
be no (repeet no) discrimination against particular Jewish 
officers on political grounds. - xf 
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(8) It appears that the Palestine Cominigsion is to. set up 
a three-man Economic Counission (presumably the eaoryo of 
the Economic Board) consisting of two representatives of 
governments no: (repeat not) represented on the Comission. 
‘and one United Nations Sccretériat officer, The Jewish. 
Agency have submitted a list of names, including HOOd. 
fornerly statistician in Palestine now statistician to the 
New Zealand oy ee OnEINKe 


NOO NOT 


[Ends] 


Please pass imedis te to Colonial Office for martin 
and immediate to Jerusélea as ny telegraa No. 18, 


[Advance copies sent to Telegraph Section,Colonial 


Office for transiission to Jerusaleia and copy sent to 
Colonial Office for wr Martin, 


222 


hay 


_ T have spoken to Carter, of Trading with the 
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Liquidation of Gem 


and he agrees that we should go ahead with 
_trensfer as soon as possible. Gutch, of the 
grees with this policy, but asked whether a |— 
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expressed in these dreft telegrans was not 
: Ministerial ‘decisions: 9 8 


. elyan, #sq. ; C. I. Re ,0.BoE., 
BL OFice. pea 


__F should be grateful if you would look at this 
ckett(or myself)have your comments on ‘this end 


IS aS Soon as possible. 
Yours sincerely, 


WOLFE, 


TR 
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TO THE SECRETARY OF STATE FOR THE COLONIES 
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the Custodian 
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any peace trea 
on for dealing | 
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| Girected 
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and transferpt os 
bodice of: ) 5. ach “G broperty, some amendment | 
of the law might be cessary to free 14 fron control, burt. a, 
this would present no difficulty, | | oo 
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Be AS you airéady know, arrangements have alresdy 
been approved fo’ allowing a reoregentative of the World. 
Lutheran Federation to have, under: the supervision of the 
Custodian, control and ménagement of all the Gorman lutheran 
Properties (your despateh 48250/4/u7 SE/37L/L7 of 5th Jamery =~ 
Palestine No.7 refers}... Under the proposals in mind, all these 
PPopertles would be released immediately to the World 
Lutheran Federation and to Dr.Moll as its voprégonta tte 
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lis This Procedure is also proposed to be followed .as 
vegerda all other ecclesiastical property where the evidence 
aS to the nature of ths Property stows that it ig Clearly 
Wiltnin the accmmnting exception, and there 1s g responsible 
DOfson Oy bedy here to whom it da Gonsidered the pronarty | 
cain bo transferved, , 


Se Any objeotiong to this course of action should ba 
telegraphed as soon ag possible. I axneat ta return on 
Thuraday. and will he available for discugsion m Monday 2nd 
February, — | 


&. | ‘fhe immediate ypelease of theas ecelesiastical 


properties would relieve the Palestine Custodian of a 
considerabie weight of responsibility at.a time when he 
Ap hard pressed. ond will enable him to concentrate on 


other vitel matters. Pass to Rickett Treasury and 
Gregory ToWe ED. 


Copicea — tose 


Gregory 

D. Carter 

» Rickoett 

des ADbDOtt 
Russell Edmunds 
H.R. Apperloy 
BeAe Bs Burz OWES. 


| erin | 
8 
tn 


Horaiga Office 


JR 


a 


#8} $ 8-8 9°39 


TT ittrete ae 1 ee 
oe eaiage, 


Pe] 
m 
Ce) 
Oo 
a 
o 
Oo 
7" 
wT 
EQ 
m 


to] 
om 
+ 
wc 
m 
r°] 
x4 
on 
“a 
© 
= 
© 
ms 
= 
=x 
m 
ba w | 
ion 
ios] 
” 
oO 


NOONO? 


331440 QH0934 O178Ng 


aduasafay 


38 OL LON - HdVYDOLOHd LHDIYAdOD 


7m. 
” 
id Scena be af 


+ 


& ; S. : - _ 


OR 


: en - 


os h 
. . aoe , e 
+ f % 
’ ~ 
~ 
~~ 
2 : ~ ‘ ; 
tes az ae i : er 
~~ b 
a - 
: : .\ J ; 
eX ‘ Z : 
2 Ps @, 
’ ‘ : 
x ‘ 
: F : 7 ‘ 
7 = “ft 
: 
e : . 5 ’ 
‘ 
- 
° : 
t 
, ; . 
. w , 
- 
. _ 
el 
, 
; ~~ 
hoes 
a % f & 
: . . ; 
- & A - 
— 
~ : a 
\ i “ew 
\ . 
‘ , : " 
‘ Sat a 
al ‘, 7 
; : 
< 
F a 
, 
' 
; , ; 7 - 
a ' x ; 
: . 
2 a ; 
y we phere eneee eee 
% on “TF. i ss 
: : we 
. ; . Be See Stee 
a cre ‘6 
te . * ia) 
. ‘ ‘ an Ws 
* ay oe ‘ oy ARMOR ace 
: . nee a Se 
o 7 m . 
; oo ge hana anid EET CERIN ERB : , 
wo : ‘ 5 . $ . ~_"*% : 
See : a Oe ; : eer Cee aee 
an ; aN ; ete on NG phe ues Tey ON 
E eo 8 : Ried) c % te tr wae 


\ ; : ™~ yon ae 
= net 
; : ae ; 
iN ee Ge a 
. ee i . = 
\. 2 : ’ - : : as, d 
: 3 : ee 2 ‘i : et * g 7 ae ; : 
é : ers . ra a 4 . s LAN 
rt + . ne = ; i zh : m Ms - e i 
Ss ee eee ., ek oo — i , ok . eee _ 
=: ‘ aS 2 bs . ae . a 
es 2 . 7 : +: Z 
. 5 fe % ‘i ; 


THIS MARGIN. 


IN 
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NOTHING 


£ 


Ig 


the assumphen 


th to discuss this question further 

has just returned from inspecting > 
the situation in Palestine, and he Eeoadueed: 
two papers which are attached. 


We soon entered into a discussion of 
the proposal Contained in paragraphs-21-25 _ 
of Mr. Abott's report. This that. 
we should arrange for the legal custodianship | 
position. to be preserved in respect of assets | 
left. in Palestine. According to Mr. Abott, 
this would involve us in being a sort of 


absentee landlord for the unliquidated asaote 


in Palestine. It is not explained exactly 
how this would be done, but, as far as I 
could understand from the discussion, it would 
involve appointing an interim custodian or ._ 
bailiff to hold and administer the assets on > 
our behalf pending their later liquidation. 


I opposed this suggestion strongly, and- 
Was joined in so doing by Mr. Gutch of the 
Colonial Office. I said that the O.N.C. 
paper had been submitted to higher authority — 
in my department, and that we were in entire 
agreement with the recommendations on this © 
subject in the paper (paragraph 37}. The — 


LIP AAC 


~“présent” suggestion was quite new and entirely § 
contrary to our policy of terminating our 

responsibilities in Palestine as soon as. | 
possible. The continuation of custodianship 
would be a perfect example of responsibility | 
without autority. 4 


Mr. Rickett, who was in the chair, was 
inclined to agree With the Foreign Office and. 
Colonial Office view, .but.asked:that I should’ 
submit the matter to our legal advisers, which 
I promised to do. Briefly, the position is 
as Follows. 


The German external assets in Paleetine 


form part of the British quota under I.A.R. Ae 


and we are responsible for liquidating them 


and accounting for them to I.A.R.A. In the a 


normal course of events, we should have 


transferred the proceeds to the United Kingdon 


and held them until the final accounting date. 
The Foreign Office agree that we should act 
as proposed in paragraph 37 of the O.N.C. 
paper, i.e. that we should liquidate as much 
as possible and endeavour to get the U.N. 
Commission to take responsibility for the 
rest and absolve us from accounting for that 
much to LARA. If we were absolved from 
this responsibility we showM hope to receive 
the equivalent amount from other sources in 
the final pay-out of LARA, and not be 
involved in a loss equivalent to the amount 
liquidated. 


The only valid basis for the present | 
suggestion that we should continue custodian- 
ship is,ythat we would in no circumstances 
escape responsibility for accounting for the 
unliquidated agsets, and that to continue a 


form/ 
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Minutes. 


form of custodianship might help us to_ 
liguidate and transfer such assets during 
the years following the termination of the 


hye Chuare 


7 Ge Oe ELUM. 
5th February, 1948. 


Economic Relations Dept. for obs. 


Ultimately I think that the decision 
will rest with the I.A.R.A. Assembly as to 
whether the U.K. is called upon to account 
for German assets which remain in Palestine 
after the termination of the mandate. 
- Whether we take any action to retain control 
| over those assets or not, I think that we 
m™ shall be able to present some sort of case 
m™ to the Assembly AATON AO mOtaAdTiiagtemat 
Ne As to justify the U.K. being 
mm 6excused from accounting for what the U.K. 
does not get. For example, we should be 
- able to contend that, when Palestine ceases 
~ to be under the mandate of the U.K., the 
- German enemy assets there ceaseg to be 
within the "jurisdiction" of the U.K. within 
the meaning of Part I, Article 6A of the 
Paris Reparation Agreement. We might then 
say that Article 6 no longer applie§6 to these 
assets and therefore that the U.K. we@ not 
required to account for them. This 
argument might not be accepted by I.A.R.A. 
put it ought to be possible to raise a 
certain amount of sympathy if we do not in 
fact get the property. 


391440 ‘QY0034¥ 3118Ng 


I am doubtful in my own mind how the 
appointment of an absentee custodian to hold | 
the assets after the termination of the 
mandate will affect the position. On the | 
mm: one hand the I.A.R.A. powers might say that | 
| 
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the U.K? had done all in its power to 
| preserve the assets for reparation purposes 
- and, having failed, had better grounds for 
— Claiming excuse from accounting. On the 
‘ other hand, they might say that, since the 
legal title continued to be vested in an 


NOTHING TO BE WRITTEN IN THIS MARGIN. 
-:aouasafay 


NOQNO? 


m@ officer responsible to the Government of the 
U.K., the U.K. was still liable to account 
for the assets. 


There are, of course, many factors in 
_ the complex situation arising out of the 
m termination of the mandate. I have, however, 
confined myself to the above comparatively 
simple considerations because I think that 
ma 6cthe: problem fundamentally is to.be governed 
m by political reg Te cea and Awtyjae® that 
what I have said Should go some distance 
towards answering the auestion which Mr. Beith 
has in mind. If there are any other 
| questions to be answered from the legal point 
of view, I shall be very glad to try to 
provide answers or to discuss them with 


Mr. Beith. Yad 
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feerer— | You may recalljthat at a meeting in 


_ Confidential. 


— Drafi LETTER TO: 
MR. RICKETT, HM. 
TREASURY. 

FROM: 


3.G.3. BBITH #SQ. e : 
| # whether tha U.K. is called 
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ntrol oVer these assets or not 
| Sho wtd 
© We Seett be able to present some 


THIS 
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IN 


the Assembly to justify the 


ed from accounting for what 
For example, we 3 
Avie to contend that, when Palestine 
tY be under the Mandate of the UK, | 


the German enemy assets there cease to ve 


TO BE WRITTEN 


within the "jurisdiction" of the U.K. within 
the meaning of Part I, Article 64, of the 


? 


Paris Reparation Agreement. ie might then say 


NOTHING 
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that Article 6 no.longer applies to these 


assets and therefore that the U.K. is not 
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required to account for them. This argument — 


might not be accepted by I1.A.R. A. but it ought 
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to be possible to raise a certain. amount of 


Gp.685 


Sympathy if we do not in fact getty! 


it. is not clear how the appointment © 


of a custodian to hold the assets after the 


6/47 A.& E.W.Ltd. 


termination of the Mandate would affect the 


Position, Ou the one hand, the I.a.R.A, 


powers might say that the U.K. had done all 
/in 


Wt.14696/147 75,000 


(38654) 


sieee ee 


in its power to preserve the assets 


for reparation purposes and, having failed, 


had better grounds for Claiming excuse 


from accounting. On the other hand they 
Might say that, since the legal title 
continued to be vested under an officer 
responsible to the Government of the U.K., 
the U.K. was still liable to account for 


the assets. 


. To our mind the last consideratioh 


is[the more wéighty and it seems to us that] 


from a practical point of View, to maintain 
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effective custody will inevitably involve 


MARGIN. 


‘US.in responsibility for accounting. 
ee : | | eee ee Moreover, as I pointed out at the meeting 


| | Axe Si . 
Set yo ae 7 | the Foreign Office 


9 


THIS 
aduaLafay 


IN 


after the termination of the Mandate. 
The main. object of our policy in withdrawi 


7 . a ., .f£rom Palestine is to divegty Ourselves of the 


. 


Crewk 
Serious political difficulties adherens 


TO BE WRITTEN 


in. the Mandate. To retain a custodian 


. 


would.be contrary. to this policy and might 


isha 


well arouse political Suspicions and 
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—_ ot a fe, if not in Palestine 
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a ea oe ae ee ey | I am sending 3 of this 


7 a eet | a - letter to ae Apbott.ana {ptr 


aeuEy Representative, 
ure de Be Abott, gist * th January. 


quiries and discussions which tock 


\ 


gir Heary y Gurney, Chief secretary. 


Wre Unter Seerstary to the chief Searetary. 
ay. Officer in the Seoretsriat responsible 


under ur, Doraan tor Sustedianship 
a 


30h iod tor Gencral. 


Cuatoiien of @noay Proverty. 
Aspictent Custodian. 


¥ also ast Mr. Lewin of Horowits 4 Coe, 2 enyers: eeting for the Tel Aviv 
Munioipelity end for the Jewish National Pun, ar. Horowits and Mr. Kaplan of the 
Jeeleh Agenoy. : | | 


2. The facts end Anpreaaiona, ani the conelusions draw from thea, ani the 
recomendations made are, in the s 


: age ee eee 
officiel views in ‘Paleation om the situa 


y eppointzents will terninate when the Zandate 
itasnt there will be ac one to acsune his | 
- Goveraneat will be coneerned with, aacng others, the | 


(4) Property. agreenents between. ie We Bet 
a 8 ; ‘Sr perty Apres 
uguet, 1945, or should ‘be ae extended, will not be completely 
fulfilled oF conuence to be implenented; __ 
ii) The rights of seieure unter the fesce Treaties with the Satellite ex- 
@nemy states - Italy, Rounania, Bulgerie and Hungary (see Art.79 of the 


Treaty of Peece with Itely, ani the similar article in the other Pesce 
Treaties) will not have been put into operation; 


(444) Gerssn eneny assets socounteble under the Finol sot of Paris will 
largely reneain pipet onach a exi the responsibilities of 4, H. Goverment to 
. 3 | don Agenoy will be as deseribed in (6.%.) (48) 15. 


he Anglo-French property 
ts porsibie that 


5e As to (82), the Lege) wae to safeguar: the aaseta may be taken before our 
aanhate ax’ m the sene lines as they are being taken in the United Ringdan, 
sieialatrative ont — seohine aay not be able to do hegre 
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afore 15th oy, we o if ings 
quid form of about 
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(i} German eneuies resident in Gerasay whose sasets are clearly accounted; 


(ii) Gersan anesy eudjecte resident in Palestine or sustretia none of whose 
asgets are likely to be sovounteble (sone are to return to 3 


aouasafay 


re : ; (4aa} Pousitly a few forner Geran ensay subjects who are Gow British 
( sustreldan). 


oo. ae after cheoussion with the legal aivisers who ha 

| ars of title with the fel aviv dunicipelity’ » legal advisers, 

re as ecnclusion that ia the tise at our the only satisfactory way of 
ae re eotubliohing indisputable title and effeot the sacle is dy 4 process of:~ 


(4) Specifying the powmunel bodies and such of the iniividesl o 
be necessary under tec. (2) of the Trading wits the faeay ordinance, 


ee : (44) Venting in the Custodian the property, ani all rights and intersste 
“therein, of the communal bodies and persons 85 8 syeoified. 


~ re yo (ai) - Geonpaoifying the commune] bodier and parsons dealt with under (4) os 
- ee soon as possible. This ghould be done as goon se the vesting is affeotive. 
Ses rn 3. This procedure, while GJjestionsdie as a revivel of the gtatutory List, if 
: -_ ee only for a brief apsce of days possibly sak in respect of « most linited field, 
ae ee | hee the odveitiages that 1¢ will establish « sound title to the eatiefactios of the 
oe a Tel aviv wuaieipal authority's legal sdvisers, 4t will meet the home Sesires of 
| a all the German internece ia. -gpetra ie whe wich to see anete 
4n liquid fora provided the cash is released to then and it will assure a sale 
which is greatly desired by certain Jewish elesents. 


9. This procedure Se to be followed in the Tel Aviv csse. Tt way also be 
adopted oa $8 other oneee should the palioy of Liquidation which I heve ree 


be vigorously pursued. 


10. It ie eatéiwated that the Serena lande will fateh of L(F) 2,000,006 
Py So6,000 is reckoned as acoounterl¢ ae German enemy acsete. 


. The Gerasn oscets of faportaace 211 eonsist of lead 

uiidiaga There ie fairly gonviacing evideme, wesrly ell frou Jewish 

quer ters, of a keen desire to buy Geraen lands ani bulldinge of al] sorts anti 
éexeristions, but srimarily and principally sgricultural lanwi. 368 the report 
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ieee 


eae 


of the aveting at sypendix 2. fo far sp eon be judged the reasons for this ere:- 


(4) That now is the time to secure preperty, particvlerly om the Jewieh side, 
80 a te ensure that future develoment is on linsa ecaceived as best 
mationsl* taterests; 


(44) 4 touching faith in cor integrity te peas @ geod tisie; 


(444) 2 feer of unserupuleus cyeculaters appearing when, on the expiration of 
the Hamiete, conditions will fevour a free for a]1 sarasdie; 


(4v) Tavestaent dn land is @ good thing just now endfor the most part funds 
ere available or cen be queranteed, 


18. wees. the rabeaermdedy for the gepons lends sale is finally settled it will 
. ge blocks of land although the 
prove a Aiftioulty ia oprvtain esses. Aa @ watter 


: P Regulat my. 
of poh taee offer of ate of eneay pagrinete re iomcaflrsgae be a Frcioyeaapteed 
but evens so ie pcan ) odd 


asacte between now ant ‘me insiee af the me ite re hing to 
| ad shactets sen the aany other ee which 


aouarafay 


ane of see. hus ge | 
& position which as “Nesertane in Be shove. is ao o ubentdafucteryy 


|“ this ould be athostes by the single expedient ef o dirveetion under érticiec 
. ing the ~_ voskag the sree babel 1959. The direetion would 
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It is further recommended that Sir A. Cadogan . hould be asked :— - 
(c) To give early warning of any hint that. the Commission may be considerin 
'. dollar-invoicing the products of the Consolidated Refineries Limited. 
B.—A ssets and Liabilities (paragraph 30) oe | 
It is recommended that in his negotiations with the United Nations Commis- 
sion Sir Alexander Cadogan should ensure that :— - | an 
(a) A clear distinction is drawn. between Palestine Government assets and 
' assets of His Majesty’s Government. | 


‘391440 Q40934 


DIWNd BHL JO NOISSIWH3d LNO 
-HLIM ATIWOTHdVEDOLOHd O39NG0N day 


NOG NOT 


(b) That the vesting of land directly in the Service Departments is duly 
acknowledged as full and clear title of His Majesty’s Government 
Departments, with freedom to dispose of such assets as they may deem 

' desirable should they not be disposed of before the termination of 

_ the Mandate. ae 7 
It is further recommended that Sir Alexander Cadogan should be asked :— 
(c) To discuss with the Commission plans for the safe custody of such stores 
| left behind by the military, and for their movement to the Haifa 
enclave for subsequent evacuation, possibly an appreciable time after 
Ast August. | : 

| It is further recommended that Sir Alexander Cadogan should be asked to 

establish the following principles :— | | 

(d) That the surrender of Palestine Government assets is conditioned on the 
unqualified acceptance of the liabilities incurred by the Palestine 
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Government (there is every indication that the liabilities will exceed 
the liquid. assets). | | a 
(e) That notwithstanding clause 2 of Section E of Chapter 4 of U.N.S.C.O.P. 
Report (see footnote), as long as the mandatory period lasts, Palestine 
Government must be free to control the finances of Palestine as she 
deems necessary in the interest of Palestine as a whole, and — - 
(f) That adequate arrangements are made to indemnify His Majesty’s Gov- 
ernment in respect of their guarantee of Palestine 3 per cent. 
Guaranteed Stock, and for payment of superannuation benefits 


C.—German Assets (paragraph 38) 


It is recommended that a final decision on implementing the policy which | 
would best serve His Majesty’s Government’s interests financially, described in 
(a), (6) and (c) of paragraph 37, should await the report of the Treasury repre- 
sentative now in Palestine, it being understood that so far as can be determined at 

present any alternative to the ‘policies advocated in (a) and (6) must. definitely 
result in serious loss to the Exchequer, some of which will be in terms of lower 
receipts of hard currency (Swiss francs from German assets in Switzerland). 


D.—Safeguards for Commercial Interests (paragraph 44) 
_It is recommended that Sir A. Cadogan should be asked :— 


(a) On the treatment of goods, to discuss the question with the Commission 
on the lines proposed in paragraph 41. _ | | 7 
(6) On the treatment of nationals, companies and shipping, to secure an 
undertaking from the Commission that, while they are responsible for 
administering the territory, they will grant to United Nations 
nationals, including juridical persons, national and most-favoured- 
nation treatment in all matters pertaining to commerce, industry, 
shipping, civil aviation and other forms of business activity within 
Palestine, subject to the reciprocal grant of similar treatment in like 
matters by the United Nation concerned to Palestinian nationals. 
This undertaking would be understood to be subject to any exceptions 
customarily included in commercial treaties. Similarly the provisions 
with respect to reciprocity granted by each of the United Nations 
would be understood to be subject to the exceptions customarily 
included in the commercial treaties concluded by that State. The 
Commission should also be asked to ensure that, in handing over to the 
successor States, if and when established, a similar undertaking valid 
for a period of at least two years is obtained from them. 
E.—Eaports from Palestine (paragraph 46) 
_ It is recommended that Sir A. Cadogan be asked to request the United 


Nations Commission to facilitate the exports of citrus and potash to the United 
Kingdom. | 
F.—Procurement of Food-stuffs and Fertilisers (paragraph 51) 

It is recommended that Sir A. Cadogan be asked :— 


(a) to inform the United Nations Commission that we will maintain existing 
sponsorship, procurement and shipping of food and fertiliser supplies 
for Palestine which will be required up to 15th May, the latest date for 
the termination of the Mandate; | 

(6) to inform the United Nations Commission that we will accept no direc 
responsibility for sponsorship, procurement and shipment of supplies 
required subsequently ; | | : 

(c) If the United Nations Commission request us to continue as agents pro- 
curement and shipment of food supplies, to refer to the Foreign 
Secretary's undertaking in the House of Commons on 12th December 
to render assistance to smooth out the transition, and to state that he 
must seek instructions, but to give no indication that we should be 
prepared to act as agents in this matter for any considerable period. 


R. 8S. C. 
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Treasury Chambers, S.W. 1, 
21st January, 1948. 


Nore.—During the period between the appointment of the United Nations Commission 
and the termination of the Mandate, the Mandatory Power shall, except in respect of ordinary 
operations, consult with the Commission on any measure which it may contemplate involving 
the liquidation, disposal or encumbering of the assets of the Palestine Government,’ such as: the 
accumulated Treasury surplus, the proceeds of Government bond issues, State lands or any other 


assets. 


SECRET | 
22nd J anuary, 1948 


CABINET 


FINANCIAL AND ECONOMIC QUESTIONS ARISING FROM. THE 
WITHDRAWAL OF BRITISH AUTHORITY FROM PALESTINE - 


REPORT OF THE OVERSEAS NEGOTIATIONS COMMITTEE 


Introductory | | 

_ THE Overseas Negotiations Committee were asked to prepare, for considera- 
tion by Ministers, a comprehensive paper on financial and economic. questions 
arising out of the withdrawal of British authority from Palestine (C.M. (47) 


93rd Conclusions, Minute 1). 

. 2. .This report has been prepared on the basis that as far as practicable it 
should be assumed that the United Nations plan will be put into effect. In 
fact, however, as far as can be foreseen, the Palestine Arabs supported by the 
Arab States will boycott the United Nations Commission and refuse to co-operate 
in the establishment of an economic union of Palestine administered by a joint 
economic board. Unless the Commission is furnished with a force by the United 
Nations for the. maintenance of order, it seems likely that guerilla warfare and 
confusion will reign in the areas evacuated by British troops. The confusion may 
well be increased by the migration of Jews and Arabs from areas where they 


are in a minority. The Jews will probably have to defend themselves within 


an enclave limited by military requirements; the remaining part of Palestine 
will be in Arab hands but is unlikely to be constituted as an Arab State since 
this would represent acquiescence.in the partition plan. Where, therefore, any 
breakdown of the United Nations Plan would vitally affect our financial and 
economic interest in Palestine the relevant portion of the report will point this 
out and the recommendations will take account of it. a | 


_ 8. Very broadly the United Nations Plan provides : (a) that the mandatory 
Powers shall hand the administration of Palestine over to a Commission appointed 
by the United Nations which shall establish Arab and Jewish States and an inter- 
national State in the City of Jerusalem; (6) that these States shall be united 
in an economic union of Palestine among whose principal objectives will be a 
Customs Union and a Joint Currency system providing for a single foreign 
exchange rate; (c) that there shall be established a Joint Economic Board, whose 
functions will be to implement either directly or by delegation the measures 
necessary to realise the objectives of the Economic Union. - Until the Joint 
Economic Board is functioning (if indeed it ever does) the United Nations 
Commission will have full responsibility for financial and economic administration. 


4. A separate submission is being made by the Treasury, proposing that— 


(a) Palestine should leave the Sterling Area; 
(6) Palestine’s sterling balances should be blocked; and 
(c) the Palestine Currency Board should continue to operate for the present. 


The rest of this paper has been prepared on the assumption that these proposals 
are approved. (If Palestine’s sterling balances are to be blocked, it will be 
necessary for the Committee to consider the level of the releases to be made.) 


Oil Interests 


5. Palestine is highly important to the British oil position, since oil produced 
in Iraq by the Iraq Petroleum Company is piped by them across Palestine to 
the Company’s tank farm near Haifa, from which they feed crude oil to the 
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Consolidated Refineries Limited. Approximately 2 million tons aay annum of 


crude oil are now derived from this pipeline and 1 million tons each are shipped 
on British Companies’ account from Tripoli and the Persian Gulf. It is hoped 
that the refining capacity at Haifa will be increased to produce from 7-9 million 
tons per annum by 1951, using the increased quantities of crude oil which should 
flow through the new pipeline now under construction. cm 8 ae 


6. The crude oil produced by the Iraq Petroleum Company is owned as 
to 474 per cent. by British interests, as to 233 per cent. by United States interests, 
as to 233 per cent. by French interests, and as to 5 per cent. by a Mr. Gulbenkian. 
The Consolidated Refineries Limited are 100 per cent. British-owned. 


7. The Iraq Petroleum Company and Consolidated Refineries Limited 
operate: in Palestine under agreements with the Palestine Government due to 
expire in January 2001 and October 2003, respectively. In the United Nations 
Plan of Partition with Economic Union, Chapter 3, paragraph 3 (d) stated 
“Commercial concessions granted in respect of any part of Palestine before such 


-adoption of the resolution by the General Assembly shall continue to be valid 


according to their terms, unless modified by agreement between the concession- 
holder and the State.’’ The operation of the two companies should be protected 
by this article. The Iraq Petroleum Company have, however, a number of other 
agreements with the Palestine Government and Municipalities involving such 
considerations as mining rights, water projects, occupation of land, &c., which 
they would also wish to have safeguarded. | : 


8 Because of the shortage of refining capacity throughout the sterling area 
and the rest of the world, the loss of the refinery at Haifa, or any attempt by the 
local government to restrict or direct export of petroleum products, or to interfere 
with imports of machinery, raw materials and crude products, essential both for 
normal requirements and maintenance of the refinery and pipelines and for 
expansion schemes, would have a most serious effect on the oil situation in the 
sterling area. Palestine and other neighbouring States draw their requirements 
of petroleum products from the refinery at Haifa and interference with the. 

roduction or the products would, therefore, also have serious repercussion on 
those States. It would also seem to be against the interests of a Jewish successor 
Government in Palestine to take any action which would close Haifa refinery 
or restrict its activities, since this would lose for them an important source of 
revenue. Current annual expenditure by the British Oil Companies on loading 
dues, taxes, rents, wages, purchase of local materials and capital costs is estimated 
at about £5-25 million, and will be considerably higher when the expansion 
schemes have been completed and are operating. a 


9 At the moment the Refinery Company never owns the oil that it processes. 
Itis remunerated on a fee basis and, as its sole shareholders are Companies 
that distribute the refined product, this fee may be less than would be. charged 
by an outside concern. There is ‘a possibility that the successor Government will 
be attracted by the opportunity of earning, hard currency or gold presented by 
the existence of the refinery on its territory. Assuming that it respects the terms 
of the convention signed by the Mandatory Government in 1933, it cannot secure 
an appreciable return from the Company by way of taxation or port dues certainly 
until 1958 and probably not before the beginning of next century. 


10. The successor Government may, however, attempt to secure an exchange 
profit either by— ; 


(a) insisting that the Refinery Company increases its processing fee to the 
full *‘ economic ’’ level and receives some part of the fee in gold or 
hard currency, or 

(b) more likely—laying down that all oil refined in Palestine must be sold 


for dollars. 


Whether the successor Government will really give way to this temptation is 
unknown. If it did and succeeded the result would be extremely serious. The 
production of the Haifa refinery will increase during the next few years. If 
the oil companies have their way the British share alone will be 74 million tons 
in 1930 and the difference in cost between the crude oil intake (for which 
presumably we would charge Palestine dollars in the circumstances envisaged) 
and refined oil output is of the order of £20 million at present prices. 


11. Alternative 10 (a) therefore would mean our paying a fair proportion 
of this amount in gold, alternative 10 (6) would mean paying in dollars for that 
proportion of the Haifa output that was consumed in the sterling area. 


‘391330 GY0034u 


9118Md JHL JO NOISSIWY3d LNO 
-HLIM AVIWOIHdYYDOLOHd G39NGOY d3y 


NOGNOT 


3914450 “GQY00348 JI18Ng 


~:a2uaLsafay 


38 OL LON - HdVYDOLOHd LHD IYAdOD 


3 


.. 12. On the other hand, we are not without weapons with which to oppose 
such an attempt by the successor Government, ¢.g., (a) we could refuse to proceed 
with the expansion of the refinery and the pipeline across Palestine which this 
involves, (6) refineries wear out pretty quickly and we could in the last resort 
(and ‘at considerable expense to ourselves) transfer the refinery ‘elsewhere, 
(c) ‘dollar-invoicing is a game at which two can play and Palestine must take 
an appreciable part of her imports from the sterling area | 

». 13. For the moment it is difficult to see what can be done to ward off the 
prospect of the successor Government adopting such tactics. We certainly do 
not wart to delay. the expansion of Haifa longer than we are already likely to 
be forced to delay it by shortages of plant and material. On the other hand if, 
during the discussions, there is any hint that we are going to be faced with this 
sort of demand, His Majesty’s Government should have early warning in order 
to reconsider the policy in regard to the refinery. 


13a. It should be mentioned. that the Iraq Government have expressed 
anxiety about the future of the Haifa refineries in view of their interest in the 
exports of Iraqi oil through that port. 


138. The effect of the establishment of a Jewish State on the existing and 
projected pipelines: also requires careful examination. Arab States may wel! 
make difficulties over way-leaves of pipelines whose terminals are to be in the 
Jewish State. American pipeline construction may be difficult in Arab countries 
for some time to come. | | 


391450 Q¥0939 J1IT8Ng 


Recommendations — . 
14. It is recommended that Sir Alexander Cadogan should seek to establish 
with the United Nations Commission— 


- (a) that all agreements between the Palestine Government and the Iraq 
J Petroleum Company. Limited and Consolidated Oil Refineries Limited 
respectively should be treated in accordance with Chapter 3, para- 
graph 3 (d), of the Plan of Partition with Economic Union, 7.e., that 
they shall continue to be valid according to their terms, unless modified 

by agreement between the concession-holder and the State; 
(b) that the British 011 companies in Palestine should be free to export 

petroleum products to such destinations as they choose. 
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It is further recommended that Sir A. Cadogan should be asked— 


(c) to give early warning of any hint-that the Commission may be considering 
dollar-invoicing the products of the Consolidated Refineries Limited. 


Assets and Liabilities | 
Fixed Assets in Palestine of His Majesty’s Government 7 | 
15. Details of the value of the fixed assets constructed by the Service Depart- 
ments in Palestine have been requested from the Middle East but this information 
has not:yet been received. It is. believed that the bulk of the assets are sited 
on requisitioned, hired and expropriated land. Many of these assets are of 
military value only but others would have considerable civilian-use value. The 
Service Departments are endeavouring to sell the assets which have been con- 
structed on freehold land, but sales of assets of major political significance will 
only be made with the concurrence of the Palestine Government. 


16. In the absence of the report referred to,.only very tentative estimates 
of the value of the assets can be made, but the salvage value of assets constructed 
on hired, requisitioned or expropriated land is believed to be of the order of 
£2 million and the value to a willing purchaser would probably be substantially 
higher. : 


17. It is the view of the Palestine Government that if titles remain in 
their present form, 7.e., vested in the High Commissioner, there might be a 
difficulty in asserting the rights of the Service Departments of His Majesty’s 
Government in this land after the termination of the Mandate when the office 
of the High Commissioner will presumably. cease to exist. This land was vested 
originally in the High Commissioner on behalf of the Service Departments 
concerned, presumably to avoid any question arising of challenge under Article 5 
of the Mandate, but it seems clear that the provisions of this article were not 
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intended to preclude ordinary acquisition of private rights to land, cf. leases 

granted to foreign consulates and the British Army in Palestine. | 
18. It is the conclusion of the High Commissioner that the safest and most 

effective means of ] F jesty’ 

land is to vest it : 


Movable Assets 


_ 19. The only known movable assets of His Majesty’s Government remaining 
in Palestine after the termination of the Mandate will be military stores. A 
detailed note on these is given in Appendix B. 


Liabilities of the Palestine Government 
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In such negotiations it 
assets of the Palestine 
nt. 


b 


over by the Commission 
le and immovable assets. 


of the Palestine Government might be summarised as 
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22. The assets 
follows — | 


(i) General revenue balances. 
_ (it) Funds for specific purposes. 
(ili) Funds in respect of Public Debt. 
(iv) Government fide buildings and stores. 
(v) Internal loans. 7 
(vi) Trust funds. | 
(vil) Palestine 3 per cent. Defence Bonds and Palestine Sa 


23. The liabilities of the Palestine Government: might 
follows :— | 


7 
O 


92989/ 


vings Certificates. 
be summarised as 


(i) Budgetary expenditure until termination of the Mandate. 

(11) Public Debt. 

(111) Specific obligations in respect of the right of 

pensions, compensations or ratuities. — 

(iv) Specific obligations under Palestine Ordinances. 

(v) Contingent liabilities. 

24. These assets and liabilities are individually dealt with in Appendix B, 
except for the special problems arising on the Public Debt of Palestine and on 
Pension obligations, which are explained in the following paragraphs. 

25. The Public Debt of Palestine consists of -— 


(i) £P.3,600,000—3 per cent. Guaranteed Loan, 1962-67. 


(1) War Loan (Bearer Bonds), Ist, 2nd, 8rd and 4th issues, totalling 
£5,791,960. 


public servants, including 
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26. The operation of the Joint Economic B 


LO non oard to be set up under the Par- 
tition Plan makes provision for the service of th 


e outstanding public debt of the 


5 


Palestine Government. An agreement. with the United Nations Commission 
safeguarding the servicing of the 3 per cent. Guaranteed Stock and War Loans 


(Bearer Bonds) should be.a major objective of our financial negotiations. 


Pension Obligations a 
_.. 27. Palestine Government ‘have pension obligations under Palestine 


Ordinances as well-as obligations in connection with the Palestine Provident F und, 


Widows’ and Orphans’ Pensions Fund. In addition, the Palestine Government 
have not yet finalised their views as to the payment of compensation and gratuities 


to, public servants and to the police on termination of the Mandate. Preliminary 


views of the Government of Palestine have indicated that their proposals may 

Involve a sum of £P.18 million on the basis of ‘‘ funding ” pensions. However, it 
may be possible to arrive at some more economical method of meeting the charge. 
The position of expatriate officers of the Palestine Civil Service will need careful 
consideration. In the main it is hoped that the majority will be found other 
employment: in the Colonial Service but there may be a small residue who cannot 
be so placed for some while after the termination of the Mandate. 


| Qualifications on Acceptance of Financial Obligation 7 | 
28... 3 (a). of Chapter 3 of the Report of the United Nations Ad Hoc 


Committee on the Palestinian Question imposes a qualification as to the financial 
obligations which the State shall respect and fulfil. While saying that all finan- 
cial obligations of whatever nature assumed on behalf of Palestine by the 
Mandatory Power during the exercise of the Mandate shall be respected and ful- 
filled, there is the important overriding condition that such obligations would be 
those recognised by the State. The United Kingdom delegation has reserved His 
Majesty’s.Government’s position regarding any clauses in the Plan, and we must 

. vesist this qualifying condition to the extent of making the. unqualified acceptance 
of the obligations of the Palestine Government a condition for the surrender of its 

assets. — | : 


Means of’ Meeting Obligation 


- 29. Then there is the question of the means which the Commission will . 


employ to meet certain charges arising out of the obligations taken over. As 
to the servicing of the public debt and the cost of superannuation benefits now 
being paid or falling due in future, the Partition Plan envisages these charges 
as being met from the common revenue of the Joint Economic Board. This pre- 
supposes that this Board will be set up and function satisfactorily ; but this would 
appear to be a doubtful proposition in present circumstances. Should there be 
difficulties in setting up (a) the respective States, which seems probable in the case 
of the Arab State, and (b) the Economic Union, the Commission may not be in 
a position to implement its agreement to discharge the liabilities taken over unless 
there are safeguards against such a contingency. 


Recommendations 


30. It is recommended that in his negotiations with the United Nations 
Commission Sir Alexander Cadogan should ensure— 


(a) that a clear distinction is drawn between Palestine Government assets and 


assets of His Majesty’s Government, 

(b) that the vesting of land directly in the Service Departments is duly 
acknowledged as full and clear title of His Majesty’s Govern-— 
ment departments with freedom to dispose of such assets as may 
seem desirable should they not be disposed of before the termination 
of the Mandate. 


It is further recommended that Sir Alexander Cadogan should be asked— 


(c) to discuss with the Commission plans for the safe custody of such stores 
left behind by the military, and for their movement to the Haifa 
enclave for subsequent evacuation, possibly an appreciable time after 
Ist August. | | 


It is further recommended that Sir Alexander Cadogan should be asked to 
establish the following principles :— | 


(2) That the surrender of Palestine Government assets is conditioned on the 
unqualified acceptance of the liabilities incurred by the Palestine Gov- 
ernment (there is every indication that the liabilities will exceed the 
liquid assets). 
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(2) All accountable German assets in Palestine are included by the Inter: 

: llied Reparation Agency in determining the total of ‘Category A 
assets for reparation purposes, and all German assets in Palestine as 
defined for I.A.R.A. purposes are reparations. . 


German External Assets under the Control of the Custodian of Enemy Property 
for Palestine | | 


33. The total estimated value of these assets is £8-8 million, and there are 
additional assets of perhaps twice this value belonging to Germans interned in 
Palestine and in Australia, and other Germans resident in Germany. These 
_ latter assets, or the. proceeds of their sale, may be released to such of the owners 
who may not be within the legal (Custodian) definition of ‘“‘enemy.’’ Such 
released assets would not be accountable to the Inter-Allied. Reparation Agency. 
After adjustments made under J.A.R.A. accounting rules for external assets the 
final sum hitherto considered as likely to be included ultimately in Category A 
in respect of German enemy assets in Palestine is £4 million. The amount of 
this at present in liquid form is probably less than £1 million. : 


Steps taken by His Majesty’s Government to secure control and transfer of 
| German enemy assets in Palestine | | 


34. The High Commissioner for Paiestine has been asked to instruct the 
Custodian of Enemy Property for Palestine not to vest further any German 
property which may have to be released (e.g., internees’ property). He has also 
been asked to consider measures whereby as much of the immovable property as 
possible can be liquidated. The High Commissioner has also been asked to advise 
on the possibility of transfer to the United Kingdom of all liquid assets now 
available and which become available as the proceeds of sale of assets. Arrange- 
ments have been made for an immediate visit to Palestine by a Treasury 
representative to investigate the position on the spot and see what steps it would 
be practicable and wise to take in the direction of liquidation of assets and 
transfer of the proceeds. 


Possible Financial Effects | 


35.. In the first estimate of German assets within the United Kingdom 
jurisdiction which has been made to the Inter-Allied Reparation Agency, the 
sum of approximately £2 million has been included on account of these assets. 
The provisions of the Paris Act enable us to adjust this estimate later according 
to the facts. The fact that we are obliged to account for assets, the value of 
which we know for certain, ¢.9., because they have been liquidated, but are unable 
in fact to secure the transfer to. the United Kingdom Exchequer, would mean 
that our participation in other assets under Category A of Part I of the Final 
-Act, would be reduced. One effect of this might be to reduce our share of Swiss 
francs derived from the disposal. of German assets in Switzerland. This 
reduction would not be the equivalent of the value of German assets in Palestine 
which we had included in the I.A.R.A. return, but would definitely reduce our 
share to an extent which at the moment cannot be forecast. 


Jewish Claims for reparation payments 


36. The Jewish Agency have hitherto claimed that, as compensation for the 
sufferings of Jewry under the Nazis, Palestinian Jews should receive compensation 
out of reparation payments over and above that already provided for in the 
Final Act. This provision (Article 8, Part I) allocates $25 million from German 
assets in neutral countries, and non-monetary gold in Germany and other assets 
in Germany, making an overall total of approximately $30 million. Jewish 
propaganda will no doubt claim that morally the whole of German assets in 
Palestine should be earmarked for this purpose. The Jewish Agency has already 
been informed that contributions from reparations for the rehabilitation of non- 
repatriable victims of German action are governed by the Final Act of Paris. 
Any contribution to Palestine over and above the agreed Palestine share of 
reparation can only be made at the expense of His Majesty’s Goverment, whose 
responsibility it is to account for all these assets, the non-receipt of which would 
adversely affect the reparations receipts of the United Kingdom Exchequer. As 
these assets are reparations the Inter-Allied. Reparation Agency has a responsi- 
bility to see that they are included in the total pool of Category A assets. 
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Conclusions . | | , 
_ 37. His Majesty’s Government’s interests would best be served financially 
(a) All liquid assets were transferred out of Palestine and within the juris- 
diction of the United Kingdom, before the mandate was relinquished. 
(b) As much property as possible was henceforth liquidated before the 
mandate ended (provided that it is transferred as in (a) above). 
_ (e) In the arra pements to be made with the United Nations Commission, 
_" -wesecured the inclusion of a statement describing the international 
responsibilities as. regards German assets in Palestine which remain 
unliquidated, and therefore not transferred as in (a) and (6b) above, 
and also secured from the United Nations Commission a recognition ~ 
of these responsibilities which, so far as it was able, the Commission 
would accept as dischargeable to the Inter-Allied Reparation Agency 
through His Majesty’s Government. (A primary responsibility is 
that these assets are so held or disposed of as ‘‘ to preclude their 
return to German ownership or control ’’—Article 6a, Part I of the 
Final Act of Paris.) 2 | 
| It is clearly recognised that to take the lines described in (a) and (b) may, 
even with the most skilful presentation of the facts as to the position of these 
assets, and their setting within the field of international reparations relations, 
be: the occasion for bitter accusations -that we are robbing the Palestinians of 
German assets which belong to them. This is a matter which lies very close to 
the. hearts of Jewish refugees from Germany in Palestine. There are several 
swers which, in a reasonable Stree phere should completely rebut such 
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good, an 
accusations, viz. :— . | 
. +: (1).Provision has already been made out of reparation assets for suffering 
o2s. °° Jewry... The provision in the Final Act (Article 8) is relatively 
-- generous. It amounts to about. $30 million which is equal to above 
: —-B per cent..of all Category A assets or to the combined shares of 
. . .... Norway and the Netherlands. | aoe. a a 
(2).These assets should form part of the whole pool of German external 
assets and would be applied by the United Kingdom to meet the claims 
of all the colonies, some of whom were more hardly hit than Palestine, 
- @g., Malta. | ag 
(3) Palestine, under the arrangements contemplated for dealing with the 
'.. German assets under United Kingdom Jurisdiction, will receive her 
ae just proportion of the United Kingdom’s share of 28 per cent. _ 

~* 38. A decision upon action designed to accomplish (a) and (6), and as to (ce), 
turns very largely on what is found, particularly as regards (a), in Palestine 
by the ‘Treasury representative to be practicable, and, so far as can be judged 
from the Palestine end, least likely to plunge the whole question into a hopeless 
atmosphere of unreason and prejudice. = = | | an 
_ It is recommended that a final decision on implementing the policy which 
would best serve His Majesty’s Government’s interests Anaiibially. described in (a), 
(b) and (c) of paragraph 37, should await the report of the Treasury representative 
now in Palestine, it being understood that so far as can be determined. at present 
any alternative to the policies advocated in (a) and (6) must definitely result 
in serious loss to the Exchequer some of which will be in terms of lower receipts 

of hard currency (Swiss francs from German assets in Switzerland). 
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Palestine’s. Membership of International Economic and Financial Bodies 

89. The Official Committee on Palestine are reviewing and‘ making recom- 
mendations on all international obligations (including, e.g., membership of inter- 
national, economic and financial bodies) assumed by the United Kingdom on 
Palestine’s behalf. - | | 3 
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Safeguards for Commercial Interests | 

40. We need to safeguard our commercial position in Palestine in the 
interim period between the laying down of the. Mandate and the negotiation of 
long-term agreements with the successor States. Our object should be to negotiate 
an arrangement with the Commission which will safeguard our position, not 
only while the Commission is actually administering the territory, but for an 
interval thereafter sufficient to give us time to negotiate commercial treaties with 
the successor States. It follows that we shall have to try to persuade the 
Commission to place some restraints on the economic freedom of the new States 
for the first year or two of their existence. 


7 


_ Preatment of Goods. i.e ca 
ab p&l... The protocol of::provisional :application of the. General: Agreement on 
tarifis and trade: does.not .extend-to Palestine until notice has -been: given :in 
_ accordance with paragraph 2 of that protocol. It is undoubtedly in our interests 
that Palestine should apply. the.rules of the agreement on. tarifis, and. trade. 
It is for consideration Whether ‘His Majesty’s Government should, while they 
are still responsible for the administration of Palestine, give notice in accordance 
with paragraph 2 of the protocol to extend the application of the General Agree- 
ment on tariffs and trade to Palestine. The Palestine Government are“bei ‘| 

consulted:on-this point, but, subject to their views, itis proposed: that: weishoul 
give: notice. of..the provisional application: If this proposal : is . approved, 
ir Alexander Cadogan should presumably first inform the Commission.that this 
is what His Majesty’s Government propose to do, since Palestine will obtain 
the tariff concessions negotiated at Geneva only if she in her turn makes her 
concessions effective, and seeks the agreement of the Commission to the adoption 
of this course, and to their carrying forward the application when they take 
over. The Commission should also be asked to ensure that in handing over to 
the ‘successor States, if and when established, a similar undertaking valid for 


@ period of at least two years should be obtained from them. 


i...) 42... We.can. support our request by reference to the fact that, under the 
terms of the Mandate, Palestine was bound to grant equality of treatment to the 
goods, nationals, &c., of all members of the League of Nations (and by a‘separate 
agreement to the United States) and that this had to be given even if one of the 
countries concerned. discriminated against Palestine. The line our representative 
‘should therefore take with the Commission is that Palestine has always followed 
a policy of non-discrimination in commercial matters and it is hoped that the 
policy will be continued, under the Commission’s régime, and further, that for: the 
first two years of their existence the successor States shall be under an obligation 
to grant most-favoured-nation treatment to all members of the United Nations 
that ‘accord the same to them. | a _ ae 
_ ., The above general rule of non-discrimination would not be applied in such a 
way as to prevent Palestine making special customs agreements wit neig bouring 
territories, cf. the existing preferential tariff arrangements with Syria an 
[lebanon _ 
Treatment of Nationals, Companies, Shipping and Civil Aviation 

__ 43. When the Mandate is terminated we shall have no treaty rights in 
Palestine for our nationals, their businesses or our shipping and civil aviation. 
In the long term these can only satisfactorily be safeguarded by the negotiation 
of a treaty of establishment and navigation with the successor States. It will not 
be practicable to negotiate detailed provisions with the U.N.O. Commission; and 
to cover the position in the interim period we shall have to rely on a modus vivendi 
expressed in fairly general terms. _ | 


Recommendations oy | | 
44, It is recommended. that Sir A. Cadogan should be asked— 


. ._(@) on the treatment of goods, to discuss the question with the Commission 
on the lines proposed in paragraph 41; 

(5) on the treatment of nationals, companies and shipping, to secure an 

_ ”- . undertaking from the: Commission that, while they are responsible for 

administering. the territory, they will grant to United Nations 

nationals, including juridical persons, national and most-favoured- 

nation treatment in all matters pertaining to commerce, industry, 


shipping, civil aviation and other forms of business activity within 


Palestine, subject to the reciprocal grant of similar treatment, in like 
matters by thé United Nation concerned to Palestinian nationals. 
This undertaking would be understood to be subject to any exceptions 
customarily included in commercial treaties. Similarly the provisions 
with respect to reciprocity granted’ by each of the United Nations 
would be understood to be subject to the exceptions customarily 
included in the commercial treaties concluded by that State. The 
‘Commission should also be asked to ensure that, in handing over 
to the successor States, if and when established, a similar undertaking 
valid for a period of at least two years is obtained from them."’’ | 
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| Exports from Palestine which are Essential to the United Kingdom: 


s 5: The. main: exports from Palestine of interest to th 


. e United Kingdom 


(other than petroleum products covered in paragraphs 5-14) are:;— 


| a), Potash: ans 


; cha 
Set baly b 
ty 
Vy kk vy 


nen) 
' 


. :, Separate notes on. these are in Appendix. C.. | 


Recommendations . 


46.» It is recommended that Sir A. Cadogan be asked ‘to requ 
Nations: Commission to facilitate the exports of citrus and potas 


Kingdom. 


Procurement of Food-stuffs and Fertilisers 
Food-stuffs = = | 
inist 


me small balan 


. ling to. continue 


Food-stufs, mainly citrus fruit and fruit products. 


the programming, spon- 


requirements of the Colonies and 


Emergency Food Council in Wash- 
ational allocation by that body is 
the fertiliser season 

this total, the United 

and Norway 300 tons. 

but procurement of 

de by the Palestine 

s Majesty’s Govern- 

overnment to use the 

recently Norway. has 


eg 


which will be required u 
for the termination of the Mandate; 


() to inform the United Nations Commission t 


hat we will accept no direct 


responsibility for sponsorship, procurement and shipment of: supplies 


required Tye duently po 
(c) if the United Nations 


ommission request us to continue as agents pro- 


*. curement and shipment of food ‘supplies, to refer to: the Foreign 

 Seeretary’s undertaking in the House of Commons on 12th December 
to render assistance to smooth out the transition, and to state that he 
must seek instructions, but to. give no indication: that we should be 
prepared to act as agents in this matter: for any considerable period. 


— 52." Approval is sought for the followin 
7 a) Oil interests (paragra h 14). 

6) Assets and lia 

(c) German assets (paragraph 38). — 


g recommendations :— 


ilities (paragraph 30)... 


(2) Safeguards for commercial interests (paragraph 44), 7 
(¢) Exports from Palestine (paragraph 46), = 
(f) Procurement of food-stutis and fertilisers: (paragraph §1). 


22nd January, 1948. 


es oe 
on 


est the ‘United 
to the United 


part of 1948 have already 
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APPENDIX A 
STORES IN. PALESTINE . 


_ > There are large quantities.of military stores (Naval, Army.and Air Force) 
in. Palestine. A.considerable proportion of these stores constitutes part of the 
approved maintenance and reserve. stores for the Middle East garrisons. and. .the 
Army. generally, and. with the ‘existing and. prospective stringency of financial 
provision. for tho Services the necessary replacement of such stores, if they had to 
be abandoned: in Palestine, would be. extremely difficult.. It is essential that 
every effort should be made to withdraw all military stores, which we. desire to 
retain, from Palestine as part of the general evacuation of that country by the 
Forces. | | Oo — oe 
The evacuation of military stores from Palestine has already begun and 
is to proceed pare passu. with the general evacuation of the Forces through the 
four stages of Plan A, as recently approved. by the Defence Committee and 
endorsed by the Cabinet. The latest review of the situation suggests that, provided 
conditions permit the planned orderly evacuation; it‘ should be possible to withdraw 
the bulk of the stores required elsewhere. There will, however, be an additional 
quantity of some 150,000 tons of useful stores which would. have been required 
had. the Forces remained in Palestine. Immediate replacements will not be 
required elsewhere, and, since it is not possible to evacuate them, these stores. will 
_remain for local disposal by the Ministry of Supply. There is a considerable 
risk that we may lose even their disposal value. This is not a contingency 
which can be lightly accepted, and the Cabinet have agreed that special measures, 
including the appointment of an officer charged with this particular task, should 
be taken to facilitate first— . 
_, (a) the collection and evacuation of military stores from Palestine; 
(b) the disposal of surplus stores in Palestine. — a 
._.\ There are two developments in the Palestine evacuation, the possible effects 
of which upon the stores question Sir Alexander Cadogan should be asked to bear 
in mind in, negotiation with the United Nations authorities. First, it seems 
possible—and. the Commanders-in-Chief, Middle East. think it is probable—that 
a considerable quantity of stores will in any case have to be left behind at various 
stages of the planned evacuation of troops. It is proposed that plans ‘should 
be discussed by Sir Alexander Cadogan with a view to the safe custody of such 
stores left behind by the military, and (a)'to their movement to the Haifa enclave 
for subsequent evacuation, or (6) to their disposal, possibly an appreciable: time 
after Ist August. Secondly, deterioration of conditions in Palestine as between 
the Jewish and Arab communities, the premature arrival of the United Nations 
Commission, or other factors, may enforce some telescoping of ‘the military 
evacuation plan now approved in favour of a more rapid withdrawal upon the 
Haifa enclave. _The Commanders-in:Chief,. Middle East, foresee that any such 
contingency would probably mean a heavy additional abandonment of stores along 
the line:.of evacuation. In this event, too; it: would be important that :such 
provision as:may be possible in thé circumstances then existing should be made for 
(a) subsequent concentration and movement of the stores to be evacuated into the 
Haifa enclave, and their safe custody there pending shipment overseas; and (6) the 
subsequent disposal of the stores declared for disposal. If a hurried evacuation 
were forced upon us through the United Nations Commission insisting upon what 
we regard as a premature arrival in Palestine, then there would be a: powerful 
argument for insistence upon all possible facilities being provided for the 
evacuation of military stores which thus had to be temporarily abandoned. — | 
It is relevant also that the evacuation of military stores, on present plans, 
will be slowed down by the policy of His Majesty’s Government and the Palestine. 
Administration not to interfere with the citrus trade, which is so important to 
Palestine’s economy ; this consideration likewise affords ground for see ing some 
quid pro quo as regards facilities for subsequent evacuation of stores. 
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APPENDIX B 
Notes on ASSETS AND LIABILITIES 


1. General Revenue Balances.—These are estimated as likely to be of the 
order of £2 million at 31st March, 1948. This allows for some slight recéssion 


in revenue returns offset by savings in expenditure through inability to carry out 


the budgetary programme. This figure might well turn into a deficit if revenues 


slumped to an extreme degree. No forecast is possible as to the likely position 


of revenue balances at 15th May; given favourable conditions it may be possible 
to hold the position as at 31st March. 3 


2. The funds for specific purposes include the following :— 


(i) Palestine Provident Fund. 

(ii) Palestine Widows’ and Orphans’ Pensions Fund. | 
_ (iii) Palestine Post Office Savings Bank. 

iN) Public Service (Supplementary Grants Board). 


- The foregoing, with the exception of (v), must be utilised to meet the 
obligations of the funds they relate to. In the case of (v) these funds (which 
amount to approximately £734,000) could be treated either as an asset of Govern- 
ment to he handed over or utilised foc appropriate. expenditure on the services 
for which they were created. 


3. In addition to the sinking fund arrangements for the servicing of the 
3 per cent. Guaranteed Stock (dealt with in paragraph 12, the sum of £3,048,707, 
being the unspent balance of the various issues of War Loans (Bearer Bonds) 
has been invested by the Crown Agents in the interests of the bondholders. A 
further £500,000, which had been earmarked for a specific purpose, is also 
being invested. | 


‘4, .Government land and buildings are proposed to be dealt with under 
the Partition Plan by allocating immovable assets to the Government of the 
territory. in which they are situated. This may well present difficulties in the 
case of the proposed Arab State; but in our financial negotiations we should 
hand them over to the United Nations Commission as a Palestine Government 
asset and the Commission would be responsible for their subsequent disposal. 


5. Internal Loans, these consist in the main of loans to various municipali- 
ties, to Citrus growers, local councils, village communities and agricultural loans. 
The foregoing have been made from Palestine general revenues at. interest on 


varying terms of repayment. In addition, loans have been made to Municipalities, — 


Railways and Ports from the proceeds of the War Loans (Bearer Bonds). These. 
loans are assets of the Palestine Government for disposal as may be agreed. 
At 31st March, 1946, the loans from revenue totalled £P.5,245,206 while from 
War Loans (Bearer Bonds) loans of £P.1,282,000 had been made. 


6.. Trust funds consist of Museum of Archeology Endowment F und, 


Russian State Fund and Smith (B. C.) Trust Fund, which must be negotiated 
with the Commission in the light of the respective Trust deeds. 


7. Palestine 3 per cent. Defence Bonds and Palestine Savings Certificates 
were inaugurated under a Palestine War Loan Ordinance of 1941 for the purpose 
of lending the proceeds to His: Majesty’s Government to meet war expenditure. 
These bonds and certificates were issued on prescribed terms of redemption; in 
the case of the 3 per cent. Defence Bonds, seven years from the date of purchase, 
and in the case of saving certificates the normal ten-year period. Earlier repay- 
ment may be possible if this concession would secure satisfactory arrangements as 
to the servicing of the 3 per cent. Guaranteed stock, relieving His Majesty’s 
Government of her guarantee on being given satisfactory indemnification as dealt 
with in paragraph 40. : _ | 


8. Budgetary expenditure may well not be possible on many projects owing 
to labour and material difficulties; but the result is reflected in the estimated 
General Revenue balance given. 


9. Obligations under Palestine Ordinances.—There may well be a number 
of obligations under Palestine ordinances which may need to be given adequate 
cover. These, in the main, deal with requisitioned lands and compensation’ pay- 
ments and will require to be negotiated. The legal aspect generally in connection 


_(v) Renewals Funds—Ports, Posts and Telegraphs, Water Supply, «&c. | 
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with Palestine Ordinances is being dealt with by the Colonial Office and it is 
mentioned here because certain financial obligations may arise for negotiation. 


10. Contingent Kabilities.—It is difficult at this stage to envisage what may 
be contingent liabilities; but there may well be items of stores and supplies which | 
may not be brought to account on the termination of the Mandate. Such claims 
must obviously fall to be met from Palestine assets. _ oo : 


APPENDIX C 
A.—PALESTINE PoTasH 


By a long-standing agreement with the Palestine Potash Company the whole 
output of potash is taken by His Majesty’s Government on a cost-plus 123 per cent. 
profit basis. This potash is used to meet in part the requirements of the United 
Kingdom, Dominions and Colonies, and the present arrangement continues the 
procedure approved by the International Emer ency Food Council during the 
period when potash was subject to international allocation. Allocations of potash 
ceased on 30th June, 1947. The company, under a British and Palestinian 
Directorate, hold a ‘concession for 75 years from 1934, granted by the High 
Commissioner on behalf of Palestine, and also by agreement with the King of 
Transjordan on behalf of that territory in which a part of the concession lies. 
Royalties are paid to Palestine and to Transjordan. | 


39143530 040938 9118Ng 


2. The potash from the concession area contains a high percentage of K.O 
and this high-quality fertiliser is indispensable to the food production of the 
United Kingdom and the Empire. Potash of this quality to replace any short- 
fall on Palestine supplies cannot be obtained from other sources and it is essential 
to ensure that the existing supply arrangements, which are favourable to the 
company and to His Majesty’s Government, should be continued after the sur- 

render of the Mandate. His Majesty’s Government have supplied capital. equip- 
ment and granted a loan to the company and it is largely due to the support given, 
and the assured market provided by His Majesty’s Government, that the company 
have been able to continue in operation and build up a sound position. 


~:a2uazafay 


3. Royalties under the terms of the concessions are paid to the Palestine 
Government and to the Transjordan Government. It is assumed that the 
Palestine Government’s share of the royalties will be paid to the Commission on 
the termination of the Mandate. 


4. There is, in fact, likely to be interference with potash production, since, — 
it is understood, that the works of the company are located partly in the Arab and 
partly in the Jewish proposed States. 


U 
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B.—UNnItTEep Kinepom Imports or FooD-STUFFS FROM PALESTINE 


NOGNO?T 


1. These comprise the following estimated quantities for 1948 :— 


Tons ’000 £°000 


(a) Citrus fruit 1947-48 crop ___... 387 8,453 
6). Citrus fruit juices for soft drinks 2-1 376 
te) Concentrated orange juice (for 

_ Welfare Foods Scheme) _... 3°5 733 
(Zz) Essential oils... _ Le 165,000 (1b.) 100 
(e) Wines (including sacramental 

wines) ... a _ Le Le 207-5 


SSE! 


9,869 -5 


105,000 tons of the 1947-48 citrus fruit crop have been shipped, the balance 
remaining to be shipped up to April 1948. 


Say 


oy 


14 


Imported citrus fruits and products from Palestine area; large sowxee 


of Un Kingdom supplies, amounting to not less than.75 per cent. of United 


Kingdom citrus fruit imports and to 50 per cent. of requirements for soft drinks 
and the welfare'service. none ; on 


ay gk whet 


«/Our'citrus fruits are- bought from individual shippers ‘within the’ frame- 
work of‘an overall agreement with the Citrus Marketing Board:' We should hope 
the Board would continue to function.’ If it didnot, we should have to'buy direct 
from the shippers. The season ends in April and begins again in the late autumn. 
The fruit juices are bought through London agents. 
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‘the termination of the 


| sustity the u.K. doing ; 


= 
=0 
“Ths 
is) 
a 
© 
| ® 
. 
Go 
—2 
as 


‘the Gerien enemy essets - 


92989/ 


the meal = ning of ‘Part I 2 article 6A. ° f the. 
‘Paris Reparation Agreement. We might th 


‘3915340 GY09034 
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assets and therefore that the U Ke is not 


required to account for then. This argument 


NOQNOT 


might not be accepted by I-A.R.A. 


to be possible to raise a certain amount of 
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sympathy if we do not in fact get any property. 


Gp.685 


It. is not clear how the appointment 
of a custodian to hold the assets after the 
termination of the Mandate would affect the 


6/47 A.& E.W.Ltd. 


position. On the one hand, the 1.A.RA. 
powers might say that the U.K. had done all in 


power to preserve she assets for reparation 


Wt.14696/147 75,000 


purposes/ 


(33654) 


purposes and, neNAne failed, had better grounds 


for claiming excuse from ace counting. ‘On the 


Bother nana ¢ they nf. ght say ‘that, since the. legal 


title ‘continued to be. vested under an officer 

fie ervonestie to the Government of the U. Kid the 
| “UK. was still liable to account for the assets. 

 — — (70 o our. mind the last. Consideration is far 


| the more ‘wedahey. and’ it:seems to us. that, from 


391430 ‘GY0934¥ DITENg 


or the assets after ‘the termination of the 


Mandate. The main object of: our policy» in 


THIS MARGIN. 


ie to divest oursel- 


IN 


8 © the serious political difficulties inher- 


aouasrafay 


ent in ‘the Mandate. os To: retain a custodian 
would. be. contrary to ‘this policy and might well 
arouse Political suspicions and. opposition in - 


he U.S. Sjift not in Palestine itself. Moreover, 


TO BE WRITTEN 


a Custodian, while retaining a nominal title 
and responsibilities, could not exercise any 
effective control over the. areas in Palestine. - 


- r mA & é Sec t 4 WA 


pur—mndf the question of appointing a U.K. 


NOTHING 


Custodian #- Pet does not arise. 
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I am sending. copies of this letter to 


NOQNO1 


bbott and Gutch. 


C4_ Is 
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Damme i" Rickett Eaq., - 
Treasury.  —/ 
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bend, the EeheBede powers might pay that the. United 
Kin | 12 in dts power to preserye the 
? tion purpo and, having fuiied, 
use rom account ing. 


-i:aduasafay 


Gat any | 
Se ee onsabiaity: 
oa, 86 ot <—F | 


tO 
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ine ites | 
, a nominal title 


| e @0u cige any | 
7 ¢ ntrol over the in Palestine | 
 -[¢ therefore seens to us ‘that. rou. the: preaticel point. 
of view the question cf SHDSL OS INS a } Madea Kingdon ‘ 
Custodian does pot arise. | 


I an sending ‘copies of this letter to Abbott and Guéeh. 
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po haul as Able. : 


“Ta ia by Lt 
eagle & by ¢ i, | sont 


(M inutes.) 


It is high time that the Colonial Office and 
Treasury put the Government of Palestine out of their 
misery on this particular subject. The Foreign Office 
. Wiew about the proposal to appoint a U.K. Custodian 
to hold German assets after May 15th will be found | 
on B 2382 (see my letter to Mr. Rickett of the Treasury) 
I know that the Colonial Office are. in agreement with | 
this point of view and I do not think there can be any — 
real doubt that the final answer to Palestine is that 
any unliquidated German assets must simply be abandoned f 
when we lay down the Mandate. ‘The reason fur the 
delay in conveying this decision to the Government of 
Palestine seems to be that Mr. Abbott of the treasury 
came back from his recent visit to Palestine with 
s | : the idea of appointing a Custodian "to maintain con- 
"(How disposed of.) tinuity after our departure." 


As regards paragraph 5 of this telegram, I under-— 
stand that the Colonial Office have kect the Common- 
wealth Relations Office ciosely informed throushout. 
There are a number of Germans in Palestine who would 
be acceptable emigrants:ito Australia, provided they 
are allowed to take their tmoney’°with them. For this 
_reason, the Government or Australia have been interes-— 
ted in the release or this property. 


Ae 


Sth March, 1948 March, 1943. 


x 
.R.Dept 
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TO THE SECRETARY OF STATE FOR THE COLONIES 


D. 2nd March, 1948, - | 
R. 2nd " " "8" 90,50 hrs. 


| No, Del Secret. 
be - Addressed to 8. of 8. - 


Repeated to UKDEL New York, BRIEF No. 547 
a (Washington please pass). 


"FROM PALESTINE (Gon. sir a. CuminlMélin) 1948 J 


= ght! ae 


Your telegram No. 359 of 28th January. 
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German Assets in Palestine. | 

_.. .. &s.& result of developments during the lest ten ~~ 
days, it is now clear that there is no prospect. of being 
‘able to carry through any liquidation of German assets . 
before the termination of the Mandate, except for possible 

completion. of Sarona deal, Appreciation contained in my 
telegram No. 169 of 2th January and Dormen's letter to 
Gutch of 23rd February must now be revised in the Lights — 

.. OF. the Pollowing.s o-oo rg en a a 


-:30uasafay 


: (a) Deterioration in lecal security conditions 
Guring the menth had slowed up week on preparation of 
advectisements for sales of properties, Eventually, 
Custodian’s Office had to be partitioned and transferred, — 
The Ben Yehuda Street outrage has marked a further decline 
and such conditions heve inevitably been. reflected in 

diminishing departmental output, - 


| te “Huliniacki, a key officer in Custcdian Disposals 
section nas been kidnepped and kilied by Jewish terrorists. 


{c) Land prices are likely to he so low that enemy 
 gubjects are new most reluctant partners in any sales and 
‘AO doubt would induce Australian representative to voice | 
strong protest. Jewish buyers could not visit many 
properties and only a low overall offer could be expected, 
This “is borne out by experience in Militery disposals. 


‘391340 040034 
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NOONO? 


3 (a) It is not likely that normal departmental activity. 
will be possible after 15th April. There is, therefore, 
Only six weeks in which te garry through vaet land salea. 
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, 2. Advertisements for sales should shortly be ready 
in respect of larger settlements and approval of =(eorrupt 
group). This means offer could not be considered before 
early April. Experience in Sarcna hes shown that an 
immense amount of detailed werk is involved even after main 
outlines of sales have been agreed, Whole process must aiso 
be expected ta be slower in view of new attitude of Gerna ns 
mentioned in paragraph (c} above, _ : he | 


/3. 


‘can | N oe 1 
| 4 MAR 18 Bes 


, i raerhg. a realdsilo view. ne hope can de hela 
_completing any sales et fair prices except — 
ie BEE pa 18e ; it is now most important to 
ip His Majesty’ s Gevernment ‘intena either 


oe (a) to rely solely on Commission for discharge 
(of custodial responsibilities or. 


i (b) te reinsure against Commission’ 3. failure by 
- tuapldter ring tities to U.K, Custodians — In the latter |. 
event, local department would have to be retained and it 


oe even now late to complete the necessary arrangements. 


: pee tt should be appreciated that this course . 
hae: its own danger, Departie nt has not. new got proper. 
control ever essets and could net retain physical. 

- eontrol thrcugh a disturbed perica, Some Loss of assets. 
after legal title had been preserved must therefore be 
faced, | 


7 5, . The ‘Australian authori ties should be advised 
of the new turn events have taken, particularly if it 


Oe de decided to transfer to. ‘U.u, Oagtodians: 


- ¥(Correction being obtained) 


Sd 


| Copies sent tore 


Treasury a , Mr. Welfe, | 
| | ce » Me, Rickett,. 
un ey eee, ! Mr, HR. Apperley. 
Treading with the: | ' 
Enemy Dept. de a -§ir EH, Gregory. 
. . mi » Mr, D. Carter, 
Fereign Office | : Me, Trevelyan. 
a a Py Gar : iv. Berth. 
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‘OUTWARD TELEGRAM - 


¢ 


_ FROM THE SECRETARY OF STATE FOR THE COLONIES 


— 18284/28 arora: 7 
cypher (0.7.P.)- | at 
TQ PALESTINE (Gen. Bie Ay Cunningham)“ ir 


S19G, SCARE a tet 


Rent 13th March, 196. 19.00 hire, 


ee aa INDEXED 
Tu ee iirc 
MG. GM a ieee erie! 
oak Addressed to High Comulasioner Palestine, 
‘Repeated to UXDEL, New York, BRIEF No. 92.for 
eee ss yah Ford Gudith,: 
" “ Washingten, BRIEF No. 52, 


39143450 “O8Y00348 O1718Ng 


Qemmen Asgote in Palestine 
Your telegram 5244, seoret. After caréfully 
- Weighing all the considerations involved; and beariag in mind 


thet. our main cbhjeat in withdrawing from Palestine ie to — 
divest ourselves of the serieus political. difficulties | | 
 anherent in tha wandate, 16 has been deelded that epart from 
_  @oFtain practical objections, there can be no questian of the 
_ transfer of the Cuetodian's title to the U.K, Guatedian.  - 
2. Tho responeibility for vontinuanee of  . 


-:30uasafay 


‘oustodienahip ‘pending the reinstatement of some freah ragine | 
in Pelostine following termination of the Mendate will ~ 


edanequently devolve upon the United Netione Commisaion, wis 


are being advised of the situation which will aevolop on thes. 
termination of the Mendate in ruspest of (a) German resete - 

in Palestine . (>) S11 other asuets in Paleatine over which 

the Guatodian either exeraises aentrol or for whieh he has) 
—~PYasponsibild ty. | ; | | . 


| do  -F8 1a clear from Pavagrapn 4. of your telegram 
that even if a long range control a! title could in seme __ 
way be-secured by a teansfer of citle t¢ the U.k. GQuatedian, 
Little purpese would be. served ty this in view of the ~ °° 
intervening logs of centeod ovey assets to whieh you refes, 
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NOGNOT 


the & copy of the full repost which ia being made 
to the United Nations Commiasion setting out the nosision 
Which, ag we see it, will obtedin when we lay doun our 
responsibility for Custedianshlp> of Euany proveaxty in 
Paleatine in being sant to you. Tale wepert aukes it clear. 
that with the ending of ove mandate our ceeponeibe 14 ty Por | 
31] Custodian watiora in Faleptine v1 also ceme te and and ¢ 
that Guatodianship for aneay property in Palactice ineludes 
& wumber Of international pbliigatione, some alscharpeadi s 
through the Gnited Cingdan Govarnment, 29. Yor Geman CeEry 
assets cgouguatable to T,4,R,A.3 chet. theage seaoans bd litias 
Wik deyelye upon the United Watlone Geumieeion ta the 22 eat 
Tngtance., shawid 2¢ pa reeponklble fur the administration sf ~ 
PREGARIRe whos Wa Leave, and bhoersas fae pon iy SRoGsaARAF 


- 


‘ a ey tra © £9, He: : whet 4 AG ae a pg 2 nage mn te pee y as uy 3 “p - PE rhe 7 
atate ar eteates and Phaep it wilt be ineymh BAR O0 tha Gan tad 


$: ’ Tray iso : 3 Me aM % 7 $3 aocy reeks mee OP ty gas ee) a ar 
Rations Gomalesich to sneure than these eegnoneibilstiaa are 


tH Tint ok dp 


fh hast ee 
a Gvaher 
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Mrom the Hieh Commissioner for. Palestine. 


“16 the SECrOLATY of Stute for the Colo 


Date,....000H April 1948, 


No. Diss ay Sa Vinge. il () Es « 


Your telegram Noe97]l SCs! 
iy A 4 Se ee eee. 1 - oy : _ 
Custodian’ s German assets in Falestine,. 

; i. | 

A PeEView OL (The Ji guidstion policy in the lisht of the 

most recent developments in the situation here has only scrved to}. 
confirm the conclusion »iven in,paragraph 3 of my telegran no,e524) 
Secrete Revised instructions are accordingly being issued te 7? 
the Gustodian of “netiy Froperty slone- the tollowing lines ; : 


Lo Li glUtDsatTLON Ul GakhAN ASSETS 3 this must now be confined 

to the sale of Sarona lands for the following reasons ; 

(i) in the tine sveitablie it. le very unlikely that. sny other 
Drcperty: 20r wnieh Bis Majesty's Government’ 1s eeocoat= 
able to TekekheAe COULG be sold at a ‘satisfactory prices 


a following on the “merican-su;pestion that. the Fsrtition plan 
be reviewed by he United Nations the Germans have 
changed their attitude anc niany at them are now anxious 
tO stay und hold on to their property in its present 


Lumovable porme 


strenictho foo Prab GOppostt Ee he 10 eews of 
a has also been 


mvernrent has made it plain in: their 
1Oe90Y9 that one of the conditions tor accep» 
ihe VFYemplers in Australia would be rele:.se of 
meVen if satistactory oilers were i‘'orth= 
coulog end w 3 accepted,’ in prevailing conditions 


transfer and releuse could not be completed bctore iigy 


Tl. Kitduitvrls Ol’ iNigit obbedinl £ROP, VY $ as s000 és the Serona 
the castodien, tias apportioned the proceeds 
between the various individuel anc coumunal accounts, it is pro- 
posed to release all assets other than those coming under Catepory 
i ot the dvAeheas accounting *ui@ve Uepilian evemy subjects and 
cotmriunal bodies will then sce free to cdispore of their assets as 
Loey think fit within. the limuits of the, bxchange Control iievula~ 


ti odnGe 


Liles BOVLISS LAS? | eat bis. TY will ve freed trom CUustodian control 


by GQivesting and by the issue of the necessary Licences as indicate: 
ln pavagraph (ii) Os: the directive to the YVustodian encloseqwith 
iy tele-ram nOed8 oeviny secret of Ilecth !I"ebruarye 


oe I -should be vlad to know whether the United Nations UCommise 
sion have accepted the responsibilities which wiil dovolve upon 

them as expleined in parapraph 2 ot your telegram noe971l voecret 

Of: the l<th Marche If 80, it is suggested that they should sive 
urgent consideration to the question of appointiicnts: to the 
department of the Custodiane I am sdvised that although the 

otfice of Castodian will continue automatically the present staiTf, 
unless re-employed will cease to enjoy oitice ai'ter the termination 
of the Mandatée Gf the present statt the following heave signified 


GPP. 2h64l— WOU eH 16 


* 


sacawansinnmmomannensesene | 


wecretari 


auvance pa 
Natlons 


ir willingness 


nLssion : 


al here 
Palestine 


pustcdadian=: 


ASBS1LStant tlio Lodlan 


Assistant 


LErk, 


ig@todian (Legal) 


tollowing 


WeStLON -aised 


wee 


ekpe; 
Cater 


=o 


eee! 


——Tae 


Registry | 3777/38/31 German, and other Assets in Palestinegs 
, cme neloses draft of report which he proposes should § 
" Vie, Abbott -—«s« | be the basis for a memorandum to be presented by Ff 
Treasury United Kingdom delegation to the Palestine Conmission 
Ore setting out the position in regard to (1) German 4 
- -onR. 85/27/41 |assets in Palestine and.(2) all other assets in = 
ed =Sso to Mp. Beith | Palestine which have come under the ca@ntrol of the of 
ae 20th Mar | Custodian of enemy property in Palestine, and will aq 
cectey | \3raq “ | remain there when the mandate ends. es 
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(Minutes.) 


It is unfortunately very difficult either for 
iEastern Department or E.R. Dept. to be represented at 
the meeting on March:2) to which we have been invited. 
There is a meeting of the Official Committee on 
'Palestine at the same hour and E.R. Dept. have various 


icommittees. 


-99uasafoy 


As a matter of fact I do not think that the 
F.O. have much to contribute to this further meeting 
and I doubt whether the meeting is very necessary. 
I would propose to inform Mr. Abbott that we are 
in agreement with his memorandum and repeating the 
opinion which we have often expressed that the sooner 
we make a communication on this subject to the United 
Nations the better. I see no objection to the 
undertakings asked for under paragraph 17, subject of 
fcourse to any drafting amendments which may be 
required if and when the United Nations Commission 
throws in its hand, which it now seems very likely to 
do. In that event we should still wish to make a 
communication of this kind to the United Nations and 
should presumably do so through the Secretary General, 
who would then pass it on to whatever section of the 
United Nations is by then concerned with Palestine. 


JS& 


23rd March, 1948. 


(How disposed of.) 
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Next Paper. 
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Tel: No.: Whitehall 1234. 


BD  Vouy sRefor en eee nnn wae, =6TREASURY CHAMBERS, 
oo SGaeen “7 ] ‘@RBAT GEORGE STREET, | 
Treasury Reference .Os Fe 85/27/1 Se? y.) é | LONDON S.W.1 


Dear Beith, ch March, 1948. 


I enclose a draft of a‘ sit on tabbed prepared, which 7 _ 


- 


I propose should be the basis for a memorandum to be presented: 
by our Delegation at Lake Success to the United Nations Commission 
on Palestine setting out the position as we see it in regard. to. 

_ (i) German assets in Palestine and (ii) all other assets in -— 
Palestine which have come under the.control of the Custodian of — 
Enemy Property in Palestine, and will remain there when the , 
Mandate ends. | : , cs a 


391440 ‘QN0034 JI18Ad 


__ While we have been ali along principally..concerned with 

thé quedtion 6f German assets in Palestine accountable to 
I.ARA., I feel that we should lay before the United Nations 
Gonmission the position which will obtain when our administration 
in Palestine ends, and’ the Oustodian.of Enemy Property ceases 

to be, as regards all Custodian held assets. Not only are the 
assets other than German assets accountable to I.A.R.A. of © 
considerable value, but there are in relation to some of them 
international obligations to which the attention of the United 
Nations Commission should be drawn. 


-:a0uasafay 


It seemed to me that we ought to make it quite plain to 
the United Nations Commission that we are jn fact transferring 
the liquid German assets for which we have to account to I.AR,A., 
and I have done this in paragraph 8. I feel that we must — 
come right out into the open on this point at Lake Success. 


I would also draw your particular attention to the last 
paragraph, 16, where I have tried to set out the case for 
assurances and undertakings from the United Nations Commission. 

I do not know whether you, or any of the others to whom I am 
copying this, feel we can go any further. But it seems to me 
unlikely that we shall be successful in drawing the United Nations 
Commission to accept any kind of demand for assurancss and an 


Jeo Gede Beith, Esqe, U el taki 
Foreign Office. / eect 
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to our Delegation at Lake Success 0 


undertdicing-and~ thenebi. purpose of. the whole of this ; 
document: is in its future: value as 


‘clear evidence that we: 
and. that we cannot: be held accountable 


which the: United Nations Comission itself found that 
{ticould do nothing effective. In despatching this 

ur, instructions should 
make clear that this document is to 
if need be, we can point in future. 


be an-open record to which, | 


“We should ‘like: to discuss this document as soon as possible 


and Ioshould like to know. 


en- copying. this whether they. could. meet here on - 
Wednesday, 24th March at 3 peme. in. Rickett's room: 


I have copied this: to Gutch and Kelvin Stark, 
Colonial Office, Sir Henry. Gregory, Administration 
of Enemy Property Devartment,, and Trevelyan. 


Yours sincerely, 


from you and the others to whom I, 


¢ 
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Draft memorandum for melts Nations = eee 


GERMAN ENEMY. PROPERTY, AND OTHER : 
ASSETS UNDER THE CONTROL. OF tHE. PALESTINE: CUSTODIAN 


Memorandum as to International and. other obligations involved 


Te It is. essential to bring to the notice of the United Nations 
‘Commission the nature and extent of the responsibilities and obligations 
which | are borne. by the present administration in Palestine in respect 

“of ‘property ‘which has come under the control | of the Palestine Custddian 

of Enemy Property by reason of the exercise of the ‘powers contained® 

Trading with the Enemy legislation in Palestine. These responsibibities 

and obligations are of a continuing character and carry with ‘them certain 
international commitments. It is accordingly necessary that the arrange~ 
ments for the future administration. of Palestine on the termination. of — 
the mandate - should include: provisions to ensure recognition: and ‘acceptance ms 
by any successor state or states of these responsibilities and obligations. 


391440 QY0934 9178Nd 


NATURE AND EXTENT oF. THE. PRESENT ‘CONTROL OVER 
- ERQFERTY. ay PALESTINE EXERCISED. BY THE CUSTODIAN - 


gs Under Shige trading: with. the Enemy. Ordinance No. 36 of 1939: of Palestine, 
the High’ Commissioner appointed a: Custodian of” enemy: property in Palestine 
with a view to preventing ‘the ‘payment of money to enemies and of. preserving 
enemy property. an contemplation of. arrangemejits to: be made. at the con- 
clusion of peace. This: custodian has control: over. eneny property in. 
Palestine. i ee 
Enemy property. under. this Ordinanee includes. inter alia the ene 
of states: at war with His Majesty, of’. ‘persons resident - in. n any area under 
the sovereignty of or ‘in occupation of a power with whom. His Majesty is 
at war, of business. controlled by or Races an or under the Laws 
of enemies, | eae , , 


36 Enetiny cos over which the Custodian still ee control falls : 
into the following main GEER EOE ARES: | | | 


(a) Property held in ‘gormection with pestee with whom His majesty 
is still at war dees. Germany and Japan. 


‘391430 Q40934¥ 
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(b) pruurey held ‘in connection with states with whom His Majesty 
. has concluded. treaties of PEACE Ce ke Italy, Bulgaria, Rumania y 
. Hungary» Finland. 


NOONO1 


(c) “Property held in connéotion with territory formerly codupied 
| by the enemy eee France; ee Belgium, a | 8 
Czechoslovakia. — 


(a) Other property. releasable to owners as. not accountable as 
reparations. | : 2 ies 


4, :The assets falling inden: the . above three eer (a), (b) and (0) 
consist primarily of immoveable property (mostly land) having a total — 
_ value of something like £710: million to £11 million. Reliable 
estimates of values of property in Palestine at the present time, 
particularly of land, are impossible. But there is no doubt that the 
property involved with Custodianalitp is very considerable in extent and 


pean 


i >) eee 


value, ond it may well be found eventually that ‘the foregoing figures 
understaté. the--true ‘valtié; © (There are in addition other assets, 
particularly ecclesiastical property and property belonging to enemy 
subjects. Most of the ecclesiastical property is expected to be 


released from custodian coiitrol before the termination: of the mandate. ) 


I. GERMAN ENEMY ASSETS IN PALBSTINVE. . 


de There. are international. obligations to be fulfilled (a) as to 
disposition of these assets and:(b) as to accounting for their value. 

_ These obligations, which at the.moment rest ‘upon HM. Government, aie 3!.2-~Ch 
sutometieedly pass to the authority or authorities having jurisdiction 
‘in falestine when the’ United Kingdom mndate is relinquished. “These 


obligations arise as follows:- 


|“ DHE GENERAL BACKGROUND 


391440 -0N0038 9178Ndg 


6. By the decision of the Berlin Conference of July/August, 1945, it 
,was, decided ‘that, !the reparation claims of the United States, the 
‘United Kingdoni’ and other countries to reparations shall be met ..cese 

and from appropriate German external assets", By the provisions of 

Article 6 of. Part I of the Final Act of the. Paris Conference on 
Reparation, "each signatory” Government shall, under such procedures 

_ a8 it may choose, hold or dispose of German assets within its juri- |. 

‘ diction in manners designed to preclude their return ‘to German ownershi 
“or control and lc ui its German reparation share such 
"assets", article 2 of Tart IV of the Final Act states that "the | 

‘Signature of éach contracting. Government shall be deemed to mean that 

the effect of the present Agreement extends ...... to territories under 

its protection or suzerainty or over which it at present exercises a 
mandate". Under Article IF of the Final Act of the Paris ‘Conference. 
on Reparation, theInter-Allied Reparation Agency must charge the 

reparation account of each Signatory Government for the German assets 
within that Government's jurisdiction, and each Signatory Government. 
is required tc render a return of the value of such assets as’ defined 
under Article 6 of Part I of the Agreement. His Majesty's Government 
signed the Paris Agreement on the 2ist December, 1945, when it’ 
exercised a mandate over Palestine... Under the Final Act of Paris the 
share to be allocated to the United Kingdom (including all areas under 
its jurisdiction) of the total of German external assets, known as 

Category A, which are found to be available,. is 28% This means in . 
effect that the United Kingdom is entitled to 28% of the total of all 
German assets in all the eighteen countries signatory to the Final 
Act of Paris, which includes the United Kingdom,. plus any other external 
assets, e.g. those’made available in Neutral Countries... The division 
of this 28% as between the United Kingdom and all the Colonies including 
Palestine, is a matter for arrangement between the United Kingdom 
Government and the Colonial Governments conesrned. [Certain broad 
principles of agreement as to division have already been reached where- 
under the Colonies and Palestine will each receive a proportion of the 
total United Kingdom receipts from reparations (including external 
assets) corresponding to the proportion of war damage sustained]. 


~:aduaLafay 
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7- ‘The position of German assets in Palestine under the, international 
arrangements described above, and HM Government's responsibility in 
regard thereto, is thus:-- | 7 de 


(1) While these assets are within HM. jurisdiction: -~ 
Gay: He Me Government is required to see that German enemy 


assets in Palestine are so dealt with as to preclude 
their return to German ownership or control ; . 


(ii) H.M. Government must ensure that the value of them is 
included in the United Kingdom returns to the Inter- 
Allied Reparation agency; 


(iii) the Inter-allied Reparation Agency is required to 
charge H.M. Governnent's share with the value of these 
German assets in Palestine ; 


In determining the total of Category A assets for reparation 
purposes the Inter-illied Reparation Ageney includes all 
accountable .German assets in Palestine. 


(3) all German asset's in palestind defined eee the 
Inter=llied Reparation agency are reparations. 


8. Had it been possible to liquidate the whole of German assets: in 

' Palestine before the termination of the mandate the proceeds could have 
been. transferred to the United Kingdom, and fully accounted for to the 
Inter-Allied Reparation Agency, and adjustment eventually offected with 
Palestine to whom transfer would have been made of her share of the 
Colonial portion of the United Kingdom's Category A share of 28%. But 
this has not been possible and German assets accountable to ran Inter- 
‘allied Reparation Agency of considerable value wiil remain unliquidated | 
when United Kingdom jurisdiction in Palestine ends. The account for 
these tothe Inter-Allied Reparation agency has to be made and 

-HeMe Government seek an assurance from the United Nations Commission that é 
this responsibility is recognised as one which the United Nations Commission } 
should take steps to ensure is.discharged by it, or any successor | | 
Government(s)~in’ Palestine through HM. Government. HM. Government would, | 
for its part, be prepared to give an assurance that adjustment in ‘respect 
of Palestine's share of the 28% of Category A reparations would be duly 
effected. In the meantime such liquid proceeds of German assets in 

Palestine as are available for transfer when the mandate ends will be 
transferred. 


3914330040038 9178Nd 
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The total value of German assets in Palestine, including liquidated 
proceeds, accountable as reparations is estimated at £PhW5 million. Most 
of this will remain in Palestine when the mandate ends. 


oP Japenese assets in Palestine. The value and extent of these is 


negligible, They will, however, be required to be kept in cus todianship 
pending a decision as to their disposal. 
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“5; SATELLITE PROPERTY, E.G. ITALY 
ROUMANTA, BULGARIA, HUNGARY AND FINLAND 


NOONO1 


10. The Treaties of Feace concluded with Italy, Roumania, Bulgaria and 
Hungary all contain a similar provision, (articles 79, 27, 25 and 29 
respectively), giving the right to the Allied and associated Powers to 

seize property of these ex-enemy nationals to meet their claims, other 

than claims fully satisfied under other articles of the Treaties. Property - 
or the proceeds Pao: in excess of such claims has to be returned. 


41, - The total value of assets under this ee is estimated at 
 &P1.1 million. 


12, dn agreemmt has been made between the United Kingdom and Italy as 
-to discharge of claims other than those covered by the Peace Treaty in 
‘return for release of the assets seizable under ijrticle 79. This is now 
extended to Palestine. The agreement will not however be fulfilled when 

the U.K. mandate ends. : 


13. Under these Peace Treaties there will thus be certain international 
rights and obligations resting upon any future administration of Falestine 
in respect of the property mentioned. 


III, ALLIED PROPERTY | a 

eo” a aa : : allah webort atecl: ¢Pa wvedbrarr, 
14. There is in Palestine property ehich has come under the control of 
the Custodian by reason of the. owners being resident in or carrying on 
business in Allied territory during its occupation by the enemy .ef—~a~ 

ot at —CP2 mia Most of this property is due to be 
released under arrangements made between H.iM. Covernment and the 
Allied Governments under agreements which have been extended to 
Palestine. Although every effort is being made to make the maximum 
release of this property before the U.K. mandate ends there will still 
then remain a considerable amount of valuable .property for which custo- 
dian arrangements ought to continue until these. arrangements are fully 
carried out. os 


15. There is in Palestine some further /jllied property in relation to 
which no agreement has yet been made by HM. Government with the Allied 
Government concerned, e.g. Foland, Yugoslavia and China. The total value 
of all this property is estimated at £F4.00,000 and the most important of 
these items is Polish property which amounts to approximately £P200,000 
in value. All of this is likely to be still in custodianship when the 
mandate ends. . | ; 


e t 


IV. OTHER PROPERTY RELBASABLE TO OWNERS 
I a aa 


16. Included in the Germany enemy. assets held by the Custodidn is a 
considerable amount of property belonging to German or former German 

nationals. This property is not accountable to the Inter-allied 

Reparation Agency if the owners do not return to Germany and reside there, 

None of the owners are expected to take up residence in Germany. Some 

are already in Australia and have acquired British nationality as 

Australians. Some of the property of this category, which consists 

almost entirely of land, has been sold and the proceeds made available 

to the owners, In their provisions for administration of Palestine when 

the United Kingdom mandate ends the United Nations Commission is asked Oe Po 
to include provision for continuance of the practice,fof release to ath hatin 
persons entitled of assets of this kind which are not required to be prnctes, 


accounted for as reparations under the provisions of the Final Act of 
Paris. | 


V. UNDERTAKING AS TO CUSTODIAN HETD 
PROPERTY WHEN MANDATE ENDS 


17. HeM. Government ask:~ 
(i) for an assurance from the United Nations Commission that it 

recognises the responsibilities in respect of property under 
_ the control of the Palestine Custodian of Enemy Property, as 
described above, particularly those which have to be fulfilled, 
through H.M., Government, towards the Inter-Allied Reparation 
Agency; and i 

for an undertaking from the United Nations Commission that, in 
any instrument for which the United Nations is responsible under 
which transfer of Government of Palestine is effected, there 
will be included suitable provisions requiring a successor 
Government to recognise the obligations and responsibilities as 
described and that those dischargeable towards the Inter-allied 
Reparation agency through HM. Government will be so discharged. 
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Praft memorandum for United Nations Commission for Palestine 


GERMAN ENEMY PROPERTY, “AND OTHER . 
ASSETS. Se 


Trading the Enemy. legislation in Palestine, — These’ "Pesponsibild tes 

and obligations. are of, a continuing. character and. carry with them certain 
ommi tmen It is: accordingly necessary that: the arrange~ 

ments” for the ‘future administration of Palestine: on. the. termination of 

the mandate should include provisions to “ensure recognition. and acceptance 

by any successor state or states of these Posponsibiti ties: ‘and obligations, 


-_Navuze AND EXTENT OF THE ‘PRESENT’ CONTROL. OVER 
aS EXERCISED BY THE CUSTODIAN 


2s: Under the: ‘redirect the Fneny Gedinhnee No. 36 of 1939 of Palestine, 
“the High Conmissioner appointed a Custodian of enemy property in Palestine 
with a view. to preventing the ‘payment of money to enemies and of. preserving 
enemy property in contemplation of arrangements to be made at the con- 
clusion of PEACE. :- ‘This custodian has control: over eneny property, in 
 Palesting. : - 


- Bnemy lee under. this Ordinance . includes: inter oe the property 
of states at war with His Majesty, of persons, resident | in) n any area under 
the sovereignty of or in occupation of a power with whom His Majesty is 
at war, of business. controlled. by or. angerporetad A in. or under the laws 
of enemies. ~ a oe 7 


3. > “Bnemy- ronevey vee whitch the. ictcdias: still has. control falls 
into the following. main categories :- 


(a) Property held in connection with states with whom His Majesty 
is ae at war ieee. Germany and Japan. 


Property. ‘held in connection with states with whom His Majesty. 
has concluded treaties of peace Coke Italy, Bulgaria, eae 
‘Hungary, Finland. | 


“property. held in Soianetion qh’ eta Pormer iy’ ccoupied | 
by the enemy Ce Be Frances ‘Holland, Belgium, see 
Czechoslovakia. | 


Other. property releasable to owners as not accountable as 
reparations. it 4% 3 | , 


4. The assets falling under the above three headings, (a), (b) an (eo): 
consist primarily of immoveable property (mostly land) having a total _ 
value of something like £710 million to, £P11 million. Reliable 
estimates of values of property in Palestine at the present time , 
particularly of land, are impossible. -But there is no doubt that the 
property. involved with custodianship is very considerable in extent and 
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value, and it -may-. Awe. fee found. Syenunlay ere ‘the te piaueee 
understate the true value. (There are in addition other assets, 
particularly piper e aad property: and eres eee to enemy 
acres 


aes 1 ~ GERMAN EY “ASSETS In PALESTINE | 


5. There are ‘igeerna onal opticetious to: bs fulfilled (ay. as to 
disposition of these assets and (b) as to accounting for their value. 
These obligations, which at the moment rest upon HeM. Government, wih Wea c 
, . pass to: the authority or authorities: having: jurisdiction 
in ‘Palestine when the United Kingiom mandate is relinquished. These 
_ obit ee tions: arise as follows :~ - = 


3914340 ‘QN0938 9178Ng 


THR GENERAL BACKGROUND 


6. By. ihe decision of the Berlin Conf erence of ee 19455, it 
was decided that, "the reparation claims of the United States, the 
‘United Kingdom and other countries to reparations shall. be met .wevece 
and from appropriate German extérnal assets", - By the provisions of 
Article 6 of Part I of: the Final ict of the Paris Conference on 
Reparation, "each signatory Government shall, under such procedures | 
as it’ may- choose, hold or dispose of German assets within its. juri- 
:. diction in manners designed to preclude their return to German ownershi 
“or control and shall charge against its German reparation share such © 
asséts"., article 2 of Fart IV of the Final Act states ‘that "the 
signature of each contracting Government -shall- be deemed to mean that 
the effect of the present Agreement extends ...... to territories under 
its protection or suzerainty or over which it at present €xercises a. 
mandate", -Under. Article IF of. the Final Act of ‘the Paris Conference 
On. Reparation, the ‘Inter~allied Reparation Agency ‘must charge the 
reparation account of ‘each Signatory Government for the German assets 
within that Government's jurisdiction, and each Signatory Government © 
is required tc render a return of the value of such assets as defined . 
under Article 6 of Part I of the Agreement. His Majesty's Government’ 
signed the Paris Agreement on the 21st December, 1945, when it - 
exercised a-mandate over Palestine. Under the Final Act of Paris the 
share to be allocated to the United Kingdom (including’‘all areas under 
its jurisdiction) of the total of German external assets, known as 
Category A, which are found to be ‘available, is 28% This means in 
effect that the United Kingdom is entitled to 28% of the total of all 
German assets in all the eighteen countries. signatory : to ‘the Final 
act of Paris, which includes’ the United Kingdom, plus any other external 
assets, 6g those made available in Neutral Countries. The division 
of this 28% as between the United Kingdom and all the Colonies including 
Palestine, is'a matter for arrangement between the United Kingdom 
Government and the Colonial Governments concerned. [Certain broad 
principles of agreement as to division have already been reached where- 
under the Colonies and Palestine will each receive a proportion of the 
total United Kingdom receipts from reparations (including external 
assets) corresponding to the proportion of war re sustained ]. 


~iaduasafay 


‘291440 090934 


NOONOT 
J2118Nd 3HL JO NOISSIWY3d LNO 


“HLIA AVWOtHdVYDOLOHd G39Nd0N day 
38 OL LON -— HdVHDOLOHd LHDIYAdOD 


te The position of German assets, in Palestine andes the international 
arrangements described above, and HM, Government's ToEpoue ey, in 
regard thereto; is thus:- ) = 


& 


(1) While these assets are within HM. jurisdiction:- 


(i) HM. Government is required to see that German enemy 
assets in Palestine are so dealt with as to preclude 
their return to German ownership or control; 


(ii) 4H.M. Government must ensure that the value of them is: 
.. included in the United Kingdom returns to Ce Inter- 
Allied Reparation Agency; 


(iii) the Inter-sllied Reparation Agency is required to 
charge H.M. Government's share with ane value of these 
German assets in Palestine; oo 


(2) In determining the total of Category A assets: for reparation 
purposes the Inter-allied Reparation Agency includes all 
accountable German assets in Palestine. 


(3) All German assets in ‘Falestine defined ‘as accountable by “the 
- Inter~Allied Reparation agency are reparations. 


8. Had it been possible to liquidate the whole of German assets in _ 
Palestine before the termination of the mandate the proceeds could have 
been transferred to the United Kingdom, and fully accounted for to the 
Inter-Allied Reparation Agency, and adjustment eventually affected with 
Palestine to whom transfer would have been made of her share of the 
Colonial portion of the United Kingdom's Category a share of 28%. But 
this has not been possible and German assets accountable to the. Inter- 
Allied Reparation Agency of considerable value will remain unliquidated 
when United Kingdom jurisdiction in Palestine ends. The account for 
these to the Inter-Allied Reparation agency has to be made and 
H.Ms Government seek an assurance from the United Nations Commission that 


this responsibility is recognised as one which the United Nations Commission 


should take steps to ensure is discharged by it, or any successor © 


Government(s.) in Palestine through H.M, Covernment. HsM. Government would, » 


| for its part, be prepared to give an assurance that adjustment ain respect q 
of Palestine's share of the 28% of Category & reparations would be duly 
effected. In the meantime such liquid proceeds of German assets in 
Palestine as are available for transfer when the mandate anne will be 
transferred. 


| The total. value of German assets in Palestine, including Liquidatea 
proceeds, accountable as reparations is estimated at £Ph-5 million. — Most 
of this will remain in Palestine. when the mandate ends. . | 


9s Japenese assets in Padeebine, The value and extent of these is 
negligible. They will, however, be required to be kept in custodianship 
pending a decision as to their disposal. 


_EX=ENEMY SATELLITE PROPERTY, E.G. ITALY, 
ROUMANIA, “BULGARIA, HUNGARY AND FINLAND 


10. The Treaties of Feace concluded with Italy, Roumania, Bulgaria and 
Hungary all contain a similar provision, (articles 79, 27, 25 and 29 
respectively) ,. giving the right to the Allied and associated Powers ‘to 
seize property of these ex-enemy nationals to meet their claims, other 

than claims fully satisfied under other articles of the Treaties. TDroperty 
or the proceeds thereof in excess of such claims has to be returned. 


11, The total value of assets under this category is estimated at 
£P1.1 million. 


12. dn agreement has been made between the United Kingdom and Italy as 
to discharge of claims other than those covered by the Peace Treaty in 
return for release of the assets seizable under Article 79. This is now 
extended to Palestine. The agreement will not however be fulfilled when 
the U.K. mandate ends. 
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136 “Under these Peace Treaties there will thus be certain international 
rights and obligations resting upon any future administration of Falestine 
in respect of the property mentioned. | 


| | III. ALLIED PROPERTY 
4h, There is in Palestine propertykwhich has come under the control of 
the Custodian by reason of the ovmers being resident in or carrying on 
business in Allied-territory duririg its occupation ‘by the enemy. ofa 
¢ote1—velue—of-about-Lb2-millicons Most of this property is due to be 
released under arrangéments made between H.M. Government and the 
Allied Governments under agreements which have been extended to 
Palestine. Although every effort is being made to make the maximum 
release of this property before the U.K, mandate ends there will still 
then remain a considerable amount of valuable .property for which custo- 
dian arrangements ought to continue until these. arrangements are fully 
carried out. _ — 


15. There is in Falestine some further ‘Allied property in relation to 
which no agreement has yet been made by H.M. Government with the Allied 
Goverriment concerned, e.g. Foland, Yugoslavia and China. The total value 
of all this property is estimated at £F400,000 and the most important of 
these items is Polish property which amounts to approximately £P200,000 
in value: All of this is likely to be still in custodianship when the 
mandate ends. . . | : 


IV. OTHER PROPERTY RELEaSABLE TO OWNERS 


16. Included-in the Germany enemy assets held by the Custodian is a 
considerable amount of property belonging to German or former German 
nationals. This property is not accountable to the Inter-allied | 
Reparation Agency if the owners do not return to Germany and reside there. 
None of the owners are expected to take up residence in Germany. Some 
are already in Australia and have acquired British nationality as 
justralians. Some of the property of this category, which consists 
almost entirely of land, has been sold and the proceeds made available 

to the owmers. In their provisions for administration of Palestine when 
‘the United Kingdom mandate ends the United Nations Conmission_ is asked 

to include provision for continuance of the practice, [of release to the 
persons entitled of assets of this kind which ere not required .to be 
accounted for as reparations under the provisions of the Final Act of" 
Parise : 


Ve - UNDERTAKING AS TO CUSTODIAN. HELD 
PROPERTY WHEN MANDATE ENDS 


17. HeM. Government ask:-~ 


(i). for an assurance from the United Nations Commission that it 
recognises the responsibilities in respect of property under 
the control of the Falestine Custodian of Enemy Property, as 
described above, particularly those which have to be fulfilled, 
through H.M. Government, towards the Inter-Allied Reparation 
Agency; and 


for an undertaking from the United Nations Commission that, in 
any instrument for which the United Nations is responsible under 
which transfer of Government of Palestine is effected, there 
will be included suitable provisions ‘requiring a successor 
Government to recognise the obligations and responsibilities as 
described and that those dischargeable towards the Inter~éllied 
Reparation agency through H.M. Government will be so discharged. 
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arias nen ame eg 


feaey. 9508/38/34 Copy of letter from Je Gutch 75872/154/17/2/48 of 

ce | 9th April to D, Carter, Trading with the ememy Dep- 

FROM  jartment regarding the draft order in Council to 
Colonial Office |provide fer the transfer of liquid German assets 

No. Communicated |from the Palestine eustodian to the custodian for 

: | Bngland. Encloses revised dfaft which Dale has 

Dated prepared together with his notes on the provisions 


of the draft. 
Received | 12th April 
in Registry 
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Dear Carter: 


ee wath reference to your letter of the 
gand | peeh (Gens 2395; end. the subesquent aiecuadién 
-the draft order in Gounetl 


dn De Vala ‘hom es rege ea 
to. provide for the “transter of liquid. German assete 


fron. the: Palestine Guatedian to the Custodian for 
mngis Bide I mow euclose a revised draft which Dale 
prepared together with his actes on the provisions 


we or ‘th fte You will note that he has somwhat - 


recast the proviso to clause 7 without, however, 
altexing the sonse of what wea agreed at the meeti 
In the meantime I have reeeived your letter (Geme23 3) 


of the 5th April informing me that Gregory concurred 


dn the tera of the previous ‘avart subject to the 
insertion of the words “who appear to them" in the 


7 pEnyiees 


aa moos au aieeé word eg i oe Reson 


ing the Treasury that he 4a ‘entitled thereto" - 


4 L appear to meet Gregory" 8 point. 
X em also sending r copy of thie aetter to 


| Beith, Yoreign Office, in case they may have any 


coments to offer on the terms of clause 7. 
Youre sincerely, 


; 


D, GARTER, B&Q., ae ae 
TRADING wine THe ENEMY DEPARTMENT. (Je Guteh) 
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immediately 


Service 


- Grents) Ordinance, 


Public Service (Supplofentary. 


7 fund as is hela by the 


Board) shall on the 


or. the ‘funtis to. some authori ty or. authorities | 


succeeding to the government of Palestine. 


‘ 


and all monies: and securities. | forming ‘part: ores 


gonerel. assets of: ‘the Governhent of frelon 


fund, monies: or “securities are. in Palestine or. | 
_ elsewhere): shell on the appointed aay’ vest. in the 7 
Crown agents, and shall be applied by them towards ‘the 


‘discharge of any Ubligations cf the goverment of 


1 


Pa ‘lestine outstanding on. ‘the appointed day, ain 


ascordance with any directions the Secretary of state 


+ s 


mey give; and any balance remaining after the 
//discharge 


"pati a assote. 
\ Glause 8. 


Tr eave. this to tho Palos tine authorittes: to ‘doal with: 


in tho Light of the: ‘Let ‘supplioa by tho crown Agents , and . 


“their own ‘knowledge of. othor funds oxiating in Palostinos — 
glauso Qo is very much for consideration, It may! be 
possible to disponso with a: ganorad’ mopping, ip olaiio’ at! 


“this kind. 
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FOREIGN OFFICE, S.Wede 


oad April 1948. 


es * 4508/38/31) 
on he ol Me 6 RESTRICTED: 
Dear Gutah, ; 
Please refer to your Letter 


78372/154/17/2/48 of April 9th 
oq Carter about the draft Order-in- 


Gouneil to provide for the trensfer 


of liquid German assets from the 
Peleefine Custodian to the 
Custodian for England. 


_ J vererred your letter to our 
Lagel Advisers and they have been 
4n touch, i understand» with Dale 
on certain points. They agreed on 
certain anendments of detail to bé. 
sn Hor tede 


I understand that your Legal 
Advisers will let us Be6 a 
re-drart in due course. 


(3.4482 Beith). 


- : "tig 7 John Gutehs BSdep 
| Colonial Office. 
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poe TREASURY CHAMBERS i 


aes = Tel. No.: Whitehall 1234. | in Own 


OF. 85/26/1!) .. (teas GREAT GEORGE STREET, —> [a a 
Treasury rae erence ° ye i LONDON, 8.W.1. ; 


h April, 1948, Os, ek 
Dear Beith, “a | | me | | | _ 


Referring to my letter to you of the 20th March, 
forwarding to you and Trevelyan, Gutch, Gregory and 
Kelvin Stark my draft of the memorandum to be presented 
to the United Nations Commission on Palestine on — | 

German Enemy Property in Palestine, I have now had 
comments from all concerned and now enclose a final | 
version (six copies). This embodies all the mesmmedmalthal 


39143430 “GH09348 J118Nd 


comments and is now in the form in which it can be 
presented to the United Nations Commissions 


~:a0uarafay 


Will you kindly let me know when this goes to F 
Lake Success and send me a copy of your covering note. 
This should, I suggest, make the point that our main 
object, indeed, it is now our sole object, is to get 
on to public record that we have included this among 
all the other troublesome problems which have been 
brought to the notice of the United Nations Commissions . 
I don't expect. us to get any more German enemy assets 
transferred after we leave Palestine and this document. 
will, if needed, be part. of our defence to claims by  § 
I.AeReAe to render account for what we've never hade 


10) 


I have copied this to Trevelyan, Gutch, Gregory 
and Kelvin Starke 


Yours sincerely, 


de Ge Se Beith, ES de » 


Foreign Office. J. E. ABBOTT 


NOONOT ‘3913430 GY¥0934 


DITANd BHL JO NOISSIWY3d LNO 


“HLIM ATIWOIHdVEDOLOHd O39NDONdaY 
38 OL LON - HdVYDOLOHd LHDIYAdOD 


 8=«- Tel. No.: Whitehall: 1234. kin, Cyl z 


CL 


TREASURY CHAMBERS. 


OF, 85/26/1. EAT GEORGE STREET, (- 


Treasury Reference ........... ... 


E ees LONDON, 8.W.1. 


Dear Beith, ; 
Referring to my letter to you of the 20th March, 

forwarding to you and Trevelyan, Gutch, Gregory and : 

Kelvin Stark my draft of the memorandum to be presented 

to the United Nations Commission on Palestine on 

German Enemy Property in Palestine, I have now had 

comments from all concerned and now enclose a final 


version (six copies). This embodies all the meatmadmntnl@ 


comments and is now in the form in which it can be 
presented to the United Nations Commissione 


Will you kindly let me know when this goes to : 
Lake Success and send me a copy of your covering note. 
This should, I suggest, make the point that our main 
object, indeed, it is now our sole object, is to get 
on to public record that we have included this among 
all the other troublesome problems which have been 
brought to the notice of the United Nations Commissions 
I don't expect us to get any more German enemy assets 
transferred after we leave Palestine and this document 
will, if needed, be part of our defence to claims by 
I.AReAe to render account for what we've never hade 


I have copied this to Trevelyan, Gutch, Gregory 
and Kelvin Starke 


Yours sincerely, 


Je Ge Se Beith, ESdesy 


Foreign Office. J. E. ABBOTT 


h April, 1948, Of | 
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Memorandum for United Nations Commission for Palestine 


GERMAN ENEMY PROPERTY, AND 
OTHER ASSETS UNDER THE CONTROL OF THE PALESTINE 


CUSTODIAN 


Memorandum as to International and other obligations involved 


1. It is essential to bring to the notice of the United Nations 
Commission the nature and extent of the responsibilities and 
obligations which are borne by the present administration in 
Palestine in respect of property which has come under the control 
of the Palestine Custodian of Enemy Property by reason of the 
exercise of the powers contained in Trading with the Enemy legis= 
lation in Palestine. These responsibilities and obligations are 

of a continuing character and carry with them certain international 
camitmentse It is accordingly necessary that the arrangements for 
the future administration of Palestine on the termination of the 
mandate should include’ provisions to ensure recognition and acceptance 
by any successor authority or authorities of these responsibilities 
and obligations. 


NATURE AND EXTENT OF THE PRESENT CONTROL OVER 
PROPERTY IN PALESTINE EXERCISED BY THE CUSTODIAN 


2. Under the Trading with the Enemy Ordinance No.36 of 1939 of 
Palestine, the High Commissioner appointed a Custodian of enemy 
property in Palestine with a view to preventing the payment of 
money to enemies and of preserving enemy property in contemplation 
of arrangements to be made at the conclusion of peace. This 
custodian has control over enemy property in Palestine. 


@emy property under this Ordinance includes inter alia the 
property of states at war with His Majesty, of persons resident in 
any area under the sovereignty of or in occupation of a power with 
whom His Majesty is at war, of businesses controlled by enemies or 
incorporated in or under the laws of enemies. The Custodian'ts 


control continues until arrangements made at the conclusion of peace 
are implemented. 


3. “Enemy property" over which the Custodian still has control 
falls into the following main categories:+ 


(a) Property held in connection with states with whomHis 
Majesty is still at war, i.e. Germany and Japan. 


(bo) Property held in connection with states with whom His 
Majesty has concluded treaties of peace e.g. Italy, 
Bulgaria, Rumania, Hungary, Finland. 


(c) Property held in connection with territory formerly 
occupied by the enemy e.g. France, Holland, Belgium, 
Norway, Czechoslovakia. 


Other property releasable to owners as not accountable 
as reparations. 
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4 The assets falling under the.above three headings, (a), (b) and 
(c) consist primarily of immoveable property mostly of land, Estimates 
made by the Custodian of Enemy Property of these properties give a 
total of approximaicly £P20. But reliable estimates of values of 
property in Palestine at the present time, particularly of land, are 
impossible and while there is no doubt that the property under 
custodianship is very considerable in extent and value the foregoing 
figure should be treated with all reserve. (There are in addition 
other asscts, particularly seclesinstical preperty snd proper ty belmsving 
to enemy subjects. Most of the ecclesiastical property is expected to 
be released from custodian control before the termination of the man- 


date.) 


property in Palestine, all the estimates uoted in 
are derived from Toformation furnished by the Gustodian of ne 
stine should also be acce ted with caution. 


I. GERMAN ENEMY ASSETS IN PALESTINE 


5, here are international obligations to be fulfilled (a) as to 
disposition of these assets and (b) as to accounting for their value. 
These obligations, which at the moment rest upon H.M. Government in 
the United Kingdom,should pass to the authority or authorities having 


jurisdiction in Palestine when the United Kingdom mandate is relinquished, 
These obligations arise as follows:~ 


THE GENERAL BACKGROUND 


6. By the decision of the Berlin Conference of July/August, 1940, it 
was decided that, "the reparation claims of the United States, the 

United Kingdom and other countries to reparations shell. be met eceree 
and from appropriate German external assets". By the provisions of 
Article 6 of Part I of the Final act of the Paris Conference on 
Reparation, “Each Signatory Government shall, under such procedures 

as it may choose, hold or dispose of German assets within its juri- 
diction in manners designed to preclude their return to German ownershi 
or control and shall charge ainst its reparation share such assets". 
Article 2 of Part IV of the Final Act states that "The Signature of 

each contracting Government shall be deemed to mean that the effect of 
the present Agreement extends «oe... to territories under its protection 
or suzerainty or over which it at present exercises a mandate", Under 
Article Ir of Part I of the Final act the Inter-Allied Reparation Agency 
must charge the reparation account of each Signatory Government for the 
German assets within that Government's jurisdiction, and each Signatory 
Government is required to render a return of the value of such assets as 
defined under Article 6 of Part I of the Agreement. His Majesty's 
Government in the United Kingdom signed the Paris agreement on the 

21st December, 1945, when it exercised a mandate over Palestine. Under 
the Final act the share to be allocated to the United Kingdom (including 
wll areas under its jurisdiction) of the total of Gerran extcrnal assets, 
known as Gategory A, which are found to be available, is 284, This means 
in effect that the United Kingdom sg entitled to 28% of the total of all 
Germah assets in all countries signatory to the Final act, which includes 
the United Kingdom, plus any other external assets, e.g those made 
available in Neutral countries. The division of this 28% as between 

the United Kingdom and all the Colonies including Palestine, is a matter 
for arrangement between the United Kingdom Government and the Colonial 
Governments concerned, Gertain broad principles of division have already 
been tentatively decided upon, whereunder the Colonies and Palestine 
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will each receive a proportion of the total United Kingdom receipts 
from reparations (including external assets) corresponding to the 
proportion of war damage subtained, 

7+ The position.of accountable German enemy assets in Palestine under 


the international arrangements described above » and H.M.s Government's 
responsibility in regard thereto ig:— 


(1) While these assets are within HeM. jurisdiction:=. 


(i) H.M. Government is required to see that German enemy 
assets in Palestine are so dealt with as to preclude 
their return to German ownership or control; 


H.M. Government must ensure that the veluc of them . 


is included in the United Kingdom returns to the Inter— 
Allied Reparation Agency3 . | 


(iii) the Inter-Alliéa Reparation Agency is required tc 
Charge H.Me Government's share with the value of these 
German enemy assets in Palestine, 


(2) In determining the total of Category A assets for reparation 
purposes the Inter=allied Reparation Agency includes all 
accountable German assets in Palestine, ; : 


(3) All German enemy assets in Palestine defined as accountable by | 
the Inter-j,llied Reparation Agency are reparations. 


8. Had it been possible to liquidate the whole of German enemy assets 
in Palestine before the termination of the mandate the proceeds could 
have been transferred to the United Kingdom, and fully accounted for 

to the Inter=allied Reparation Agency, and adjustment eventually effected 
with Palestine to whom transfer would have been made of her share of the 
Colonial portion of the United Kingdom's Category A share of 28%. But 
this has not been possible and.German cnemy assets accountable to the 
Inter=Allied Reparation Agency of considerable value will remain un~ 
liquidated when United Kingdom jurisdiction in Palestine ends, The | 
account for these to the Inter=jllied Reparation Agency has to be made _ 
and H.Me Government seek an assurance from the Uniced Nations Commission | 
that this responsibility is recognised as one which the United Nations 
Commission should take steps. to ensure is discharged by it, or any 
Successor authority in Palestine ,through H.M. Government. HM. Government 
would, for its part, be prepared to give an assurance that adjustment in 
respect of Palestine's share of the 28% of Category A reparations would 
be duly effected. In the meantime such liquid proceeds of German ‘enemy 


assets in Palestine as are available for transfer when the mandate ends 
will be transferred, ; 


The total value of German enemy asssts in Palestine, including liqui- 
dated proceeds, acccuntable ag reparations is estimated at £5 million, Again 
for the se oet oP ane this estimate must be treated with all 


reserve. Most of this; w remain in Palestine when the mandate ends. 


9o Japanese assets in Palestine. The value and extent of these is 


negligible. They will, however, be required to be kept in custodianship 
pending a decision as to their disposal, 
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LO. The Treaties of Peace 
Hungary all contain a simil 
respectively), giving 
to seize property of these ex-ene 


than claims ful 


returned. 


ll. The total value 


£P1.6 million, 


12. An agreement has 
as to discharge of cl 


fulfilled when 
15. Under these Peace Treaties 


rights and obligations resting 
Palestine in respect of the pro 


Although every 
this property 


15. As to the balance of 
value of £P9.5,no agreement has yet 
rnment Concerned, e.g 


the Allied Gove 
All of this pro; 
mandate ends, 


the right to the Allied and 


ly satisfied under other articles of 
_ Property or the proceeds 


been made between the United 


erty will be unreleased from custodi 


IT. EX+ENEMY Sal ELEITR PROPERTY, BeGe ITALY, 
ROUMANTA, BULGARIA HUNGARY AND FINLAND 
CARY AND FINLAND 

concluded with Italy, 

ar provision, (articles 195 27, 25 and 29 

associated Powers 

my nationals to ncet clains, other 
the Treaties, 


thereof in excess of Such claims has to be 


of assets under this category is estimated at 


id 


Kingdom and Italy 
other than those covered by the Peace 


se of the assets Seizable under Article 79, 


tended to Palestine. The agreement will 
the U.K. mandate ends. 


there will thus be certa 
upon any future administration of 
perty mentioned, 


TIT. ALLIED PROPERTY 
talker aD 


Property of a total value of about 
under the control 


occupation by the enemy. Property of a 
about £P3,5 million is due to be released 


between H.M. Government and the Allied 


have been extended to Palestine, 
to make the maximum release of 
mandate ends there will Still then 


allied property in Palestine, of an estimated 
been made by H.M, Government with 

e Poland, Yugoslavia and China, 

anship when the 


IV. OTHER PROPERTY RELEASABLE 70 OWNERS 
ee HN ERS 


16. Included in the Ge 
Siderable amount of pr 
not resident in Germa 


Lo 


the Custodian is a con- 
former German nationals 
are either those who 
1959 or are the 
ot accountable to the 


None of the 
some are already 
Australians, some 

almost entirely of land, 


Roumania, Bulgaria and 


in international 
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has been sold and the proceeds made available to the 
provisions for administration of Palestine 
mandate ends the United Nations Commission 
for continuance of the practice, based on e 
of release to the persons entitled 
required to be accounted for ag 
Final jcte 


Ownerse In their 
when the United Kingdom 
is asked to include provision 
quity and international prajtice, 
of assets of this kind which are not 
reparations under the provisions of the 


17. There are also assets of filied 
resident in enemy territory, CeSe G 
be released to the persons entitled 


or Neutral persons, who were 
ermany or Italy, which should similarly 


3 


V. UNDERTAKING 4S TO CUSTODIAN HELD 
LLL ON 
PROPERTY WHEN MANDsTE ENDS 


Government in the United Kingdom ask:- 


for an assurance from the United Nations Commission that it 
recognises the responsibilities in respect of property under 
the control of the Palestine Custodian of Enemy Property, as 
described above, particularly those which have to be fulfilled, 
through H.M. Government in the United Kingdom, towards the 
Inter-jllicd Reparation Agency; and 
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for an undertaking from the United Nations Commission that, in 

any instrument for which the United Nations is responsible 

under which transfer of Government of Palestine is effected, there 
will be included suitable provisions requiring a successor authority 
to recognise the obligations and responsibilities as described 

and that those dischargeable towards the Inter—allied Reparation 
Agency through H.M. Government will be so discharged, 
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Reparations Agency that they should render — 


Gp.685 


account for German assets which it has proved 
| impossible for them to secure, . 
. 3e _ S 
A. I shall shortly be addressin, 


6/47 A.& E.W.Ltd. 


ay eee | | | ee 
rhe Abhe + ) general instructions to you in reply to your 


telegram No. 1097 of April 8th regarding the — 


desirability of communicating with the United — 


a 


/Nations — 


(33654) Wt.14696/147 75,000 


ences 
sire 


ie) 


z 7 ee 
: : wfe 


— le ae Pes = 


Beton ft 


f financial probier aPising from the withdrawal 


Meanwhile 


@ United Nations Commission for the reasons stated 


. 


above. 


_I am sending a copy of this 


r at Washington, 


" Ambassado 
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ence to my despatch Ho. 22 of 2nd 
rebruary 1 tréinaait to Iuur axveilenay herewith two 
copies of & memwandum prepared in the Treasury on 
the subject of German enemy property and other asseta 
aader the soptrol of the vaiestine custodian. 


@e 2646 wemvrendua embodi¢s all the material 
Qomuenhta whieh have oven received from i aiercat ed 
depertuents and the Goverouent of «cidétine aince the 
WW8PaGne Ne gotlationa Cummittec paper waa drafted snd 
i8& in ao form sultebiec for presentation to the United 
Betions Vvommlasion. Sreedly, the positicn lw thet 
ae much of the German property ss powelible ia oeing 
aAlyuideted ami wiil bse transferred to the United 
Ada ;deom but that it will ce physisgaiiy imposéibie to 
diguideate quite 4 iaerye amount. it is desirsble to 
plese this fect om record with the United Nations 
womaiegsiun ub an dadlcation of the iimit whieh the 
tenscination of the mandate has pleased upon oritieh 
regponsibilities in thia matter. The ménorandum 
#111 be anh essential part of His dejesty’s Governuent's 
deFenee «,ainet any claims by the iater-aliled 
hOperations Agenuy tiat they si.ouid render aeccunt for 
VOPriean a286eta Whisk it has proved impossible for them 
to secured. 


3e @&part Crom the reppomibility of .ascscunting 
for U¢rman CMemy esuets in Faleating, there ure other 
responsibilities tocerdse ollied countries end under 
wesee Treaties with former ensmy Government 6. thease 
are fully cdeaeoribed ia the wesorendum end it is 
gomalidered thet they, as wali ea the responsibility in 
Pe,ard to Verubnh eeseta, Should be the sonvern of the 
United Nations voxmisaion and enmy suceessor aut horit y. 


4 i shall shortly we addressing generei 
lostruetiags te you ia reply to your telegran No. 1097 
ox Sta april regarding the desirsbiiity of sommnivcet ing 
with the United Hationa -camiasion of these ecocnouic 
and finawiel problens ariaing from the wi thdravel 
Which bave aot yet been teuchkea upon.  HMésnwhiie i 
shall Wieh you in eny caae to ¢omaunlcsate this 
waGTaMdas &S BV0R sea precticable to the United Neticns 
wousisaion rer the reasons stzted above. 


5S. 1 ws sending a Gopy of this despatch to Kis 
és Josty’s sabedgudor of » chington. 
i am, ith great truth ond respect, 
wh Pe 
Your saxcgliency‘s obedient scervant, 


ile Sxcell ency (vor the vesretarsy of tate) 


*h@ Right Bonvurable 
oir wlocender Sadoyun, Ueveliss., 
HEiey Whe, GLC oy 
Now York. | 
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ene : Your telegram Noy 1249. 
| Custodian of Unemy Property assets. 


ee ee Germsn property only is dealt. with iy this 
Nedogran. | 


| Pe Belligerent. property. is eqnprised of property of. 
‘enemies (Category Aj) of) eneny subjects (Catezury B) end of 


Communal vodies-(Categary ¢}, It consists of LA qu: te 
Ba AaaOha, moveable: and novable property. | 


are 3 


See es wae beposite with the he couptant General totell ing 
at Sat Maron, cabal: BAS ae This is. comprised igs. 
: followar~— 


ate tnemies meer hes — geo, o00 | 
IZ} Eneray ‘gubjecte | & 37,000 
Pa). Conmainal bodies =| nil. 


O). Peyasi'ts with Bagels ay! a AngloePalestine | and 
—OtGaman Banke on, current secount totalling at 314 at March, 

1948, £21,500, — This coe gamot be braken cual in the 
es Sime. available. 


we {e} “Receipts aee rene duping April on uce ount a 
_ ordinety currant traneaetions | BUY £20,000), 2 


oer (a) Extroorainory recet obs socruing ‘aintie hon in. 
PES: eck of | ae | a | 


(4D tngurancs and compsuae tant - BRO OOO. 
TI} Payments of buck rents #20 ,000 
me Os30) Balence of German 6 onan J a , 
. und. ed ae ERT COO 
a (IV) bede af Sarena | lan da. Ok 82 BO SOOO 
(2280,000 Nags been - “pecoived uD. to ds fe. 8355,000 Ls dus 
fram the Accountant. Gene red by. way OF Cavernsient Loan te 
Sel Aviv: Mundedpelity, | a4 Ox 000 1a ekeccbed ne eagh 
peyien t. begore the hth April, Total from these aslee igs 
= * whe beky ia scompriced a3 Pollewsas- : | 
hnemies =z 328 2OOU 
‘Ener syubjee att eA 37 OOS 
Conmmunad nadies £ 445 , 000). 


Since drafting thie paleniane further £625,000 
his come to hank which has not yet been ronnis sad. There 
48 O130° in sight soma £2 250 O00 BB agcouut ot sales 6 
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operant a (rid) The appointment of Mr. MAJ. Planagan, the 
present Custodian, together with three or four clerks te 
goin the Cyprus clearance office, He will complete his 
account up to i5th Mey and should within three months 
‘Be sable to vender a full account of all the monies in 
paragraph 2. When this’ has been completed the backs and | 
records will be sent to the U.K. in proper order, There 
will of course be some £150,000 accruing an the form of 

' Lees to Palestine Government ‘account from thess Funds, 


Be . See part 2 which follows in cypher, 
8 If these proposals are adopted it should be | 
possible to leave the belligerent assets in relatively 
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: KE (en. six Ae - Sonning) 
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: ae a. a 06.5 bres. 


“107 Part rr. = 7 fe 7 a Spe AR ae recor nS 

- 2 ae In the’ Light, of the abova review - a ‘the, edtuat on - 

ate © suggested Shag ‘the ‘Poldoy: Should be ne oan eee ar ee 
{2 ) t direct ‘Palestine Gustedian: to. pay ‘inte’ fund: such. ss | 


i: unt: as may. reasonably. be. expeoted ‘to. ‘cover the GoBt- of “the 
a cuation | end /PADEUA LE bat sons. | 
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mie to transfer ‘to’ United Kingdom Custodian. Baonge ot 
a: funds ‘of: enemies. enemy subjects and ‘Sommunal bodtes; | 


4) dn‘ the’ ublikely event of the exhaustion of “Suna “at 
— we Secretary of State Would direct the United x Kingdom an 
ee a ust den to ‘rem’, a s Further. smount. Epon the ‘aasets bela Be 
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1): in the. event of. fund ‘ppovinn sure icient. the 1 united - 
an Custodian would take. ‘powers to divest. hinsely of. ae 


-balange. of. St. subject. properties by. distribution to. 
~ es entitled 


“Aa: regard 1 movable end dhimovabie. properties, ” 
Z ek divest himself of all enemy. Subject and. 
_dedy properties other than Liquid: casa, ‘This can be 
. Oy organ’ which: thereupon. enables persons ‘entitled: to. | 
With:property.. Such a simple devolution of: ‘Teeponeindy ity. 
As not-practicable in dealing (With). cash-assets which - 
involve'a Lot. of. Clerigal and gacounting | work. . The movable 
property wilt: ‘probably. be pilleged and this: emphasises, the :: 
.dimportance of. ‘transferring cash BESCtE. It is hoped ‘that - at 
a later atage they will -be Bbie: to vercokablish ‘title. $0. 
dimovable - ‘Propertys: a 
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oe a | = draft of Clause v of the Oars. Order in Council. 


German Assets in Palestine, | 
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